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ABSTRACT 



Th^u^^iv'ersity of California Hesearch Hanageient 
Iiprovement Project (RHIP) was initiated to' point out federal 
requirements and th^ir inpacts on the educational institution. The 
findings are contained in nine separate reports covering case flDw;^ 
envi,ron»ehtal health and, safety; federal procurement i?eguireients; 
fiaaiicial lanagenent: budgeting and 'reporting under federal contracts 
and grants; prop.erty lanageaent; prcposal preparation, negotiation 
and award; protection dt hqnan subjjects; and tiae and effort ^ 
reporting. Within certain limits, ''the*attur? of and the variations in 
these requirements among the nine majdr funding agenci^^s have been 
analyzed. .Their relationships to the systems auid objectives of bath 
the* institution and the funding agency hava^een considfered^ Each of - 
the separate reports identifies research management problems 
resulting from certain requirements of selected federal sponsoring 
agencies; assejsses th^ impact of these te^uirements on the 
institution; and, where appropriate, recommends standa^rdization pr ^ ^ 
irfodif ications of the federal requiremeats in their implementation bv. 
the agencies or by the^ institutions . (JMF) • ^. ^ 
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• • PREFACE 

• Description , of the Project 

i 7(iis i« a.compendium of summaries of, reports ba«ed on studies conductedas" part of 

the University of California Research Management Improvement Project [ml?) supported 
by a grant ''from the Natior^al Scien-ce Foundation/ The principal investigator is - 
Voohn A. Perkins,, Vice President--Business and Finance for the University. The 

co-principal i nvesti gatars are Herman D. Johnson, Vice Chancel lor--Financia1 Manage- / 
ment for the San Diego campus and Robert F. Kerley, Vice CharKel lor--A*ni ni strati on , 
for. the Berkeley campus. 

The RMI project is composed of two major segments, with the principal research 
condt^cted in Systemwide Admi m stratrion and at the Berkeley, and San Diego campuses 
with cooperation of o^er campuses of the University. Project 1 has resulted in a 
series of reports which identi fy research management problems resulting from certain 
^ requirements of selected Federal sponsoring agencies; assess the impact of those 

^ * requirements on the institution; and, where appropriate, recomnend s-tandardi zati on or 
J modi|"i cation of the Federal requirements or in their implementation by the agencies 
or by the institutions. A separate report. Critical Iss-ues Involved in the Reviev^ 
of Research Proposals at Universities , examines in more detail the research proposal 
review process at universities. ' - • r 

Project 2 includes the preparation anfl publication of the document: Apprai sing 
Administrative Operations: A Guide for Universities and Colleges and a study of 
the organization add management of 6 large organized research unit and its technical 
and administrative --support systems. 

Description of the Impact Studies 

In conducting the research for the nine impact studies ip Project '1, impact was^ 
considered in terms of the seven elements described in Appendix A. That appendix 
,also lists the nine Federal sponsoring agencies selected for the study. These 
agencies comprise approximately 80%- of the tot^l Federal contract and grant 
activity at the University of California. Appendix B describes each of the major 
requirements areas considered for study and indicates the nine area^s chosen for 
individual research projects. ' ' ' ' ^ 

The impact studies, published ^s separate studies, include: Cash flow . Environmental 
Health and Safety , Federal Procurement Requirements , Financial Management: Budgeting ^ 
" and Reporting under Federal Contracts and Grams , Indirect and D,]rect Cost Recovery 
under Federal Contracts and Grants , Property Management, Proposal Preparation , * 
Negotiation and Award , Protection of Human Subjects , and Time and Effort Reporting . 

The summaries of these studied provided in this volume are preceded by an Introduction 
.and Overview section wfjfich states some basic principles regarding the relations between 
universities performing Federally sup^jorted research and other projects and Federal 
sponsoring agencies. It draws some^general conclusions from the specific conclusions 
* ' contained in each of the reports, each of which addresses the requirements of an 
individual functional area. 

' About the University of California . - 

The Slate of California higher education system^ cdnsists of the University of California, 
the California St^te University System, and Comnunity College complex. 



The University of California, created by the State Legislature in 1869, is at y 
statewide University system consisting of nine campuses and approximately 12S,000 
students. The population of the-Berkel ey campus'is 30,000 stu<i^nts. EnrolOment » 
at the San Diego* campus is over 9,000. ^ * 

^ . , / • ' • 

' Research is an integral part of the University's function, with nearly 10;' of total 
Federal re'search funds -awarded to higher education being received by the University 
of California. The Berkeley academic staff numbe/s 3,839, with approximately "25^ of 
the total engaged in research, The contract -and , grant awards, at Berkeley averaged 
S5^%yllion for the Idst five years. Expenditures on that c^tnpus for* those fi^e 
years averaged $51 million. On the San Di ego. campus , the academic research staff 
constitutes 25'^ of the total academic staff of app^-oxi mutely 1500. on tiiat campus, 
.contract and grant awards averaged $51 million over the-past five years, with' ^ 
expenditures arieraging S41iTiillion over the s^me time period,^ representing the source 
of nearly 40'. of the total expenditures of-that institution. 

Acknowledgements* . , • ^ • , 

The quality of reports und^r Project 1 fi^pefited considerably by the critical review 
and comments on drafts of , the' reports contributed by the University of Wasftington^ 
Colorado State, the University of Southern California and other campuses of the 
University of California. In "additi on many persons with the University of California 
System vye re invaluable as consultants and resource persons in the research for ^he 
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THE IMPACT OF F£Df RAL CONTRACT AND GPANT REQUIREMENTS Oh\ 
RESEARCH MAN^yGEflENT JN COltEGES, Ai^JUNl VERSITIFS 



/ - ^ 1 ' iNJROD^CTIOfl AND.OVERVIEW^ . \ 

The pr»pgsaV that initiated ,|ke RMI project at the University of California pbinted 
out that, "si^nce Worjd War If the advent of FederaHy supported research at ^ 
ipstitutions of higher education hras had a serious effect on the administrative 
. structure or universities" and that, "the problem has been further complicated by 
the wide range* of requirements imposed oh institutions, as a consequence of , . 
accepting Fqfleralo contracts and grants." 

These Fede ral requirements and their icipacts upon the educational ^'nstitution have 
- been lift *a£al point of a major division pf our project; our findings regarding 
them are contained in nine separate reports.* Within certain limits, the nature of 
and the variatlions in these requirements 'among rtine major funding agencies h#ve 
been identified. Weir impaction <jifferen*t segments of the institution have been 
analyzed. Their relationshi psto the sj^stems and objectives of- both the institution - 
and the fund iTig agency have been cinsidered. Finally, based upon the basic 
principles that we feel should guifcd and improve relationships in this area, 
a series of findings an^ recommenialfons have evolved with respect to the 
practices of the educational tnslftutions and the funding agencies. 

At the outset of the project we recognized the inherent plural ityH^iat chara-cterizes 
both Federal. f^inxiing agencies and .educational institutions.- fach Federal agency has ^ 
its 'own systems, organic legislation 'and program objectives. Within individual 
agencies there are substantial variations among the different nronrams and different 
organizational components of that agency. Similarly, educational institutions vary 
widely in size, in their educational programs' objectives and in'administrati ve-d.Tid 
professional sophistication. From inttitution to institution, ^dministrati ve and 
funding operations differ significantly and even within a single campus there are 
variations among large organized research units, professional schools and academic 
departments. Further, the administrative concerns, the professional and research 
staff concerns and, .the overall (nanagement concerns of educational, institutions and * 
of the Federal agencies are often divergent and may be in conflict. Despite these 
element's of plurality, there are ^underlying themes and principles that can be • ^ 
identified ^nd areas in wllich'' significant improvement of administration by both 
partners can take place. Some progress in this direction has been evident through 
the past efforts of, for example, the Office of Management and Budget*, GSA's Office/*^ 
of Federal Management Policy, the Department of Health, Education and Welfare and 
tbf f^ational Science Foundation Research Management Improvement Program. Relatecl 
action has been taken by the Cqmrnittee on Governmental Relations of the Natiqna.l 
Association 'of College and University Business Officers, tf^e American Council pn 
Education and other educational organizations and by individual institutions. It 
is our hope that our studfes will help point the way toward a strengthening and a 
focusing of this important effort. - ' ^ ^ 

Underlying Issues' Developed RMI Impact Studies ^ 

' Perhaps 'the basic issue that influences Federal agenty ^nd university .reldti^ships » 
although it may of^en lie beneath the surface of day-to-day interactions, is the 
differing attitudes toward contract and grant .progratlis by these financial partners. 
The educational' Institutions are'requesting funds for extramural support of 
activities related to the objectives of higher education. They require additiona.l • 
sources of money to carry out the insti tutions I academic, research and public service 
program. The Federal agencies and the^Congress are fjinding .broad research program 

' 1 * , 
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Objectives (in the" case of general research fund^no agencies) or, mQr€ frequently, • • 
specific research* projects in support of specific agency program objectives. ' • * * - 

• ♦ * * 

Ideally, it is iioped that^the same f undL can 6e used to achieve both agency dad , \^ 
institutional objectives. In pr'actice, there , are a number ot^i^qni f ica/it obstacles * 
to the accomplishment of this result. The key to success in the* ef fecti ve mesfiing of 
these dual objectives centers-in the details qf tne supporting i nteractions. af 
expressed in contract and grant work statements, terms and. condi tions , adrnihistfati ve , . 
systems, audits, and^prggram evaluations. If these do npt mesn, they become the^ ' 
50urce of many of the corvflicts and irritations in the relationships that adverse!/ 
affect both tne Federal agencies and the universities. * 

Research under this project highlighted a number-of problem. areas . Three that 
surfaced in most of the studies are of a broad, general character. First of all, 
there is a multiplicity of variations in tt]^ specifics of Federal agency requirements 
among different Federal agencies, different organizational components of the same 
agency, and differeht programs of tne same component. This js true even though ' * 

t/iere are only three or four basically different relationships involved. The second 
•problem lies in the adniinistratlve support systems of the -insti tutions , such "as those 
for post accounting, equipment utilization, personnel and payroU, that fret?uently 
are not capable of relating effectively to both diverse ager>cy requirements and 
the institution's own traditional operat\ng needs, finally, the agencies' concern 
with comprenensi ve audits of administrative details increasingly overshadows, in 
tne minds of university personnel, substantive technical evaluations of research 
efforts and thiir results as the basis for evaluation of research programs in ' . 
universities. . ^ 

Organized Research as a Cooperative Effort 

Our perspective of thfe problems involved in the relations^ between Federal sponsoring 
agencies and universities is founded on several prefni'ses. .'\ 

First, administration of -research should represe/it'a partnership between Federal 
agencies and universities. DHEW stated: 



"^..welj over 902 of the Departments' programs are carried out in 
partnership -with non-F^ederaJ organizatrons. Accomplishment of 
HEW's mi\ssion, therefore, involves npt only its, own management 
expertise but the management expertise and concern of thousands 
of grantee instHutions as well."* • 

.Second, as members of this partnership, universities and t-he Federal agencies both 
have a contractual cofrriitment to the obi iqations • stated in the grants and contracts 
and related documents. - Within Ihe institution there is a further commitment by / 
the individual Principal Investigator to fulfill the substantive research 
obligations. 

Third, the exercise of firudent stewardship of Federal funds by grantees is pf ^ 
significant concern and is a benefit to both th'fe institution and the "Sponsoring 
agencies. Contrfcls over grantee administration and S|)ending should be a parV^ 
of the continuum of prudent stewardship of Federal funds which begins' in the 
agency and extends through all *of the administrative services of the institution 
to the Principal Investigator, although the letter's primary interest, under- 
standably, is with the substance of the research rather ^than with' admini strati ve 
stewardship. Ir> viewing this cojitinuum, agencies should, without sacrificing 
accountability, accept demonstrations of equity and'prudence in, the management of 
funds* based on measurements and reasonable assumptions which-do not deman a high"^ 
degree of precision and detailed data to justify their use. 

*DHEW" A Program for In^)roving the Quality of Grantee Management Vol. 1 June, 197D 
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Finally, the improvement oT administrative relations between sponsoring agencies and 
educational institutions will prove mutualjy beneficial In terms of better research' 
products, and of ^economy and effectiveness of operations. 



^ The Central Issue 

yin this partnersfiip. Federal agencies and uni v^ersi ties share responsibility for th^' 
administr^ion of funds usBd for restfSrch and'-"Other educational programs. T^e key 
issue is where -the preponderant balance of administrative responsibility should be 
placed--with the agency orvith the university. This question of where and how/-' ' 
much responsibility should be placed has important impl i cations -for the optimum use 
of government expenditures on- research, for the quality of research arrd for the ' 
status of the nation'^s universities as irrdependent' institutions. ' 

-Where* requirements art detailed and strict, a greater degree of administrative 
responsibilijiy is retained by t.he agency. Where requirements are general and minimal, 
a greater degree of responsffeil ity falls on the university. Detailed requirements 

.ipvolve a government surveillance organization with many controls involving multiple 
financial auciits; irinimal requirements entai 1 .universities, to ass'ure and to demonstrate 
by-performance that they have -the administrative- capabilitiej to' discharge their 
obUgations. Under \he latter conditions. Federal agencies must rely on more general 

'controls, on appraisals ofth^ manaoement capability of the institutions arid " . ; 
evaluation .©f the quality of. the research effort and products. ^ Although these latter 
conditions are preferred by institutions, we realize that universities do not have' 
a tradition of-tight administrative control and that many do not respond satisfactorily 

^to agreed upon External administrative requirements or even manage^their own internal 

'affairs very v/ell. Therefore, unless the ^jni versities change, leaving responsibility 
to. them is risky for the agencies and logically it is incumbent upon the latter to • 
be strict in order to live up to their own responsibflities. 

1 A MuUiplicity of Systems amd Points pf View 

As indicated earlier .in this, introduct ory statement, extramural ^funding of educational 
institutions by Federal agencies involves a pluralistic relationship. The Federal 
agencies should not any lo/igei^ Ipok ypon the process simply, ^s a mechanism^for 

'carrying out'thpir short-term program responsibilities, f^r can they expect ^to 
impose the normal administrative controls which they would require if the work 
were done in-house or represented an ^end-product purchased on the competitive 
market. On the. other hand, educational institutions cannot look upon Federal ' ' 

research funding merely as an additional source of money that permits them to continue 
or expand their same basic programs, free of any additional controls or new 
obligations. In fact, each contract or grant 'must involve the careful integration- 

"of the' objectives and values of two systerns, hopefully ynden Conditions that will 
be producti ve-to both arrd subject to a minimum of restrictions 'or constraints on 

^jmher. 

v\ their relationships with the (Jtivate, profit-motivated segment of the society, 
Federal agencies must evidence concern for the general state of the economy and 
societal objectives. This same concern for the long-run institutional welfare, to 
a far greater 'degree , must infuse agency-institutignal relationships, albeit w'ith 
vary.ing degrees of concern among different agencies, different progracivs an4 different 
types of funding agreements; ^ ^ \ ^ , - 

'Each Federal agency 'fia^'its own program objectives, administrative Mfrtems, traditions 
and external forces that shape its funding and program pol icies. O^we other hand, 
universities have several 4)urposes - teachings public s'ervice and j^Barch. They 
have become significant re-servoirs of knowledge, so'urces of new'idMPand understand,ing 
and. strongholds of infonned and independent judgement. They tend, however, to be • 
relatively loosely structured^ with complex thternal goals. and objectives, operating 



under diffused management and control s/wTtf^v limited flexibility, and in^need of long 
^ lead-tjffie to acconnodate changes. How can 't\\ese two qroups worlc together effectively 
>-^^.Our project explores sotwe of the bas4c;t^iffricipiles that we hope can provide answers ' 
'^i'.to these Cjuestions wi thout significant detrime)^t to the interests of either party. 

'^-Bas3c Principles . • /\ . • - , " 

~ . ' - ' ^ * 

A set of principles shoolxl govern the wQrk of the'partnership/ These recommended 
principles arise from our studies of impacts *in various regulatory areas, the 
studies ar-e published by this Project: 

1. Federal reouirements shoul d xontai n the mi nirnum*amount of administrative* 

^ control and detailed, precise record-keeping necessary to assure responsible 

effective expenditures by grantees and contractors in Tight pf overall 
reiat^onships;of-the Federal agency and edijcatronal institutions. 

2. A^relationship between the Federal agencies and universities ba^ed on 

. a mutual understantiing of th^ proqrams'and object;ives of^oth parties- 
should be develioped'thrpugh a continuing and collaborative effort tO/ ' 
minimize the amount of agenc/ control whfch has the objective of assuring ' 

» responsible and effective expenditures by grantees. 

3. ' There should be a continuing systematic effc^rt by universities to correct 

the inadequacies of thei r j nsti tuti onal planning and* adtjii nistrati ve systems, 
based, in part, upon a program of assessment of how effective these are 
in carrying out their functions, particularly as they relate to Federal 
contract and grant operations. 

4. Whenever a university has demonstrated that it is operating under effective 
administrative and i nsti tution^^43|anni ng systems. Federal agencies should 
place more reliance on university administration and less reliance on 
their own detailed control mechanisms. , ■ 

0 

* • 

5. With regard to assuring compliance by universities vith their requirements. 
Federal' agencies should practfce "management b^. e-xception" . They should" 
rely upon the effectiveness of universi.ty administrative systems that have 
met established stand&rds or are under a systematic program of review.^ 
Only those institutions wjth a record of serious deficiencies in their* 
ability to comply with requirements, or which have not met established 
standards sho^uld be subject to detailed audit reviews. * 

6. The Federal auditing agencies should acceleVate the trend toward 'auditing 
universities' administrative systems rather than auditing inbividual 
transactions or vouchers. Other Federal agencies should rely on^^the 
work of- the Defense Contract and HEW Audit Agencies and discontinue 
detailed "desk" aiKfiting on a project or transaction basis. 

7. Agencies should/progresiively standardize requirements in certain grants 
and contr-act^ Management areas, working ' ini tial ly on basic and master 
agreements for all funding programs within an agency and then extending 
these to alU or at least comparable, groupings of Federal agencies.^ 

Impact Report Findings 

The nine separate impact reports detail instances both in the application and neglect 
of these basic principles. They evaluate the effects on a university of requirements 
in a particu-lar area and the benefits derived from compliance. They explore inetho^s 



. of achieving the benefits ©f a requirement while reducing ,the admi rri strati ve costs. 

' , They icfepti fy ^ai)uses ansvng from either -too 1itt1,e.or too |nuch control, .It should ^ 
be^not^d that we did not make evaluations of individtial agencies' overall policies, 
but rather acklressed their requirements on specific fujictional areas. Following is • ^. 
a very brief ^ampl ing o||^hese findings in different requi rement 'areas . * ^ " 



Cash Flow 



ng requirements among Federal agencies is unnecessary and costly 
•and effort required of universities in providing- different, forms 
and voucher^, or different time frames and to diffentnt levels of KJetail. « . 

The delays in- payment .of legitimate invoices result in substantial losses. which might 
. have been earned', had there be.en prompt payment. -^Efficient cash' management is 
^Important irf the life of the universities, ' \ 

Environmental Health and Safety ^ ' . 

EnvironmentaL.f^eal th and safety practicAl related to Federal contracts and grants, are 
. determined largely by requi rements* of Fedeiifal, State and local regulatory agencies 
generally applicable to.educati on^l and other institutions rather than the provisions 
of funding agerjcies or indi vidual* contracts or grants. It is assumed that the 
observance of these general regulatory agenfy requirements wiTl more than meet the 
requirements of individual agencies or individual contracts and grants. 

» * • ~ 

• - Th^re should be an elimination or deduction of Federal funding agency requirements for 
health and safety as largely duplicative and ineffective except where .speci fi c safety 
problems exist. Consi deratipn should be giv^n'to the treatment of health and sa^ty 
by regulatory agencies and institutions a^ a risk management program. Acaddlriic and 
research personnel should be more understanding and responsive to .health and safety 
needsj^ campus 'management should be made aware of health and safety problems and take • 
a leadership role Tn their resolution; health and safety costs should be specifically - 
funded and controlled under -contract and grarft^ operati ons ; responsibility for hiealth 
^ and safety cc^sid^^ations in research prpposals should rest with the principal ^ 
investigator with advance cbnsul tatibns with environmental health and safety^staf f ; 
and agency ^nd university cooperation is required for the developrpent of new NIH 
laboratory animal policies. - • . ^ ' 

> Federal Procurement Requirements • . * ' ' 

In addition to examining Qther, r%guTatory proce'sses ,^ this study compares'two mechanisms 
for rebudgeting equipment procurement-. Under the Public Health Service, authority ■ 
is delegated to individual institutions to grant prior approval for equ^'pment 
' rebudgeting. Thus researchers can initiate^and complete procurement without delay. 
Under NSF, the researcher .must obtatn approval from the agency in advance, frequently 
in\rol-ving delay. Th"fe two procurement mechanisms ^?ave been systematically compared. ^ 
Results sbow that the simpler Public Health Service procirrement mechanism reduces** 
admijii-strati ve costs and deTays, while maintaining^ effecj^fiv^ and responsible steward- 
s.^ ship.* ' - ' I . - 



Federal budgetary arid expenditure reporting requirejtients should be made more .consistent 
and simple to provrde 'flexibi lity in the use of resources to accommodate the pacing and 



Finahcial Management': Budgeting and Reporting under Federal Contracts and grants 
« 

Federal budgetary arid expenditi 
and simple to provfde 'flexibi 1 
Tiatural direction of research. 

\ • . - . , 

Universities need to stri've for closer roordination of al;l administrative components 
involved in the cpnfraKt and grant proces| and for more coordinated admini-strati ve 
support to principal investigators and researchers. 
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Indirect an d Direc't Cost Re(»)verv under Federal Contracts and:Gr^ts ' 

Cost recovery pojicies must be developed in the context of overall Fed'eraUuni versi ty 
relationships, including clarification of Cost sharing requirements. Federal cost 
recovery practices should be standardized and based on recovery of full joint costs. 
Ihe audrt and negotiation process leading to recovery of dir&ct and indirect costs 
Should be conducted by. an agency itidepervdent of Federal funding agencies, with a 
strong staff leadership role in the Executive Office of the President. This would 
include detenni najti on of indirect cos't rates. 

UniveVsities should improve their admi ai strati ve systems, particularly for planning,, 
management and financial control. University management i s 'responsible to assdre ' 
that Adequate funds are available to departnx?nts . organized research units, and staff 
units to carry out th^i r -responsibi lo ties for support and stewardship in relation 
to the indirect cost burdens under Federal Contracts and grants. 

Property Management ■ . . ' 

The'ne€d for standardization of agency practices an'd regulations re-latincnto property 
management requirements is particulaj^ly acute. These regulatfons shouSi-^eflect the 
tact Of differing levels of sophistication in the property managen^nt systems -of 
eaucationa] institutions. • * » • , . 

An important feature of these stand^dized regulations would be that title to ' 
property acquired by educational i ri?ti tutions with contract aTxj grant funds should 
normally vest in t^^^nstl tution upon acquisition without further restrictions r^ard- 
ing title, use or Jft^posi ti'on . . 

Universities should in turn develop effective property utilization programs to 
encourage effective sharing^of equipment and its optifnurp commitment to contract 
and grant objecti ves . . ^ 

Proposal- Preparation. Negotiation and AwVrd ' ' ; " ' ' 

Experience with the use of master or biasic agreements with NIH. ONR. USAF and AEC 
Shows that they result in a significant reduction in. proposal preparation; review, 
and negotiation costs and processes. ' ^ 

The wide range of minor variations from -agency to agency-in requi rements 'and guide- 
lines relating to proposal application >formats results in unnecessary costs ancP 
administrative burdens both to universities and to agencies. 

Rkearch proposals^, increasingly must reflect, often beyond the point of reality, 
detailed and precise estimates of expenditures and the outlines-of research 
methodology and results in terms of agency sh^rt-range ^oals. r 

- Protection 'of Human-Subjects 




This report analyzes th^ benefits, and costs., arising from the DHEW requirements The 
benefits include: 

1.. Protection which results from committee review; ^ ^ 

2. Prttectioh wljich results frpm a 'general campus consciousness raising; 

3, The development o1^ a g^roup of profes-s'ionali with special knowledge in 
^ , protecting human subjects; 



4. The developnfent of » collection of case histories on the ethical 

consjde rations and re$eirc;h procedure^- fbt^pratfeci^-ng human subjects, and' 

5. The protec-tion of the uni veijsi ty .againft bad j)ublic relations and legal action. 

. • • , - t 
costs include: . C , ' * ' 

1. Financial, costs"* * ^ * ' • ' 

'2. The ne-gative effects on research of^fhe informed consent requirement; (in 
some cases, informed consent can sigr^ificantly interfere with the 
scientific- merit* of a research desigp); 



3. The threat to academic freedom; *^ * ^ 

^ 4. The negative effects on the direction of Research; (the T)HEW requirements'^ 
, ^xan Have a^chitl.ing effect by influencing the .kind of research which is 
, . pursued); ^ 

5. Delays; - 

6. The distraction of tjje researcher from his primary task. 
Tito and Effort Reporting . ' . 

The requirements for cost distribution of direct charges for salaries afT^ wagess 
to the degree of e^xactness required, pacticiOaxly with* respect to multi -source 
funded posi tlons „ impose costs fa^ in excess of the benefit dyived. . ' c 

Although, there ar*e substantial costs ar^ising from positive time reporting, they 
result as much from the University's own administrative requirement? and thdse 
of the FaiF-^bor Standards ^ct as from'-those prescribed' in grants and contracts. 

General -Conclusions of the Impact Studies ^ \ " 

In each' of our impact studies' we r^etched c^aclusionts specific to the recfuiremehts. 
area and campus studied. The«e appear in the respective repor*ts. We noted, 
hovJever, several recurring themes in various combinations of the 'reports* which lent 
themselves to summarization as general conclusions concerning Federal agency- 
educational institution partr>ershf0 in contract and grant administration. 

1. Federal agency requirements are very often .imposed with insufficient 
analysis ^iven to, or adequate understandi rr^ of, their real effective- 
ness In meeting agency needs and objectives, or of their impact on 
univQrsjti-es and the actual administrative processes which take plac'e 

• at the project level to carry out these requirements. 9 

2. Many requirements involve ""a considerable bureaucratic burAen without * 
• 'iSignificantly imprpving the responsible stewardsliip of funds. 

3. The facts that "there are legitimate differences among grantees in the 
procedures anid practices they follow", and "ttiat grantee organisations 
vary widely in j^heir management capabi 1 i'ty - and hence their ability 
to exercise prudent stewardship of Federal' funds"* have not been - 
recognized. by Federal agencies In^the establishment and administration 
of requirements. The administrative syi^ems ^d processes 0/ slSme 



r 



*OHEW 



A Proqratn»for Improving the Quality of Grantee Manaqement" Vp1 : 1 June, 1970' • 



7 



12 



universities can, provide an adequate and satisfactory respons«<to 
. Fede-ral agerKy requiremenls without the nece^ty for detailied audits 

by afgencies and back-up* reports -to them. . Hpwever, we recognize that^the 

administcati ve systepis of otiier unj versi ties* are not adequate* and that 
• agency requireiTients and surveillance must be srtrict until th^se'- 

universities strengthen their administrative operations. ' ' " . , . 

A^'university fiust periodically ?lview the organization and procedures of 
its various administrative systems and make a.djustments necessary to 
a^surs itself specifically that its systems are ful/illing^^he ' 
responsibilities assumed by the university when itacceptSi F-pderlrl •grants 
an-d contracts!^ / ' ' " ' ' » . 

Conflict- IS* introduced J nto^ tlie agency-university 'relationship because, 
.on the on^ hand, agencTejS insist that universities accept administrative • 
requirements with wh.ich universities cannot successfully comply through 
their normal ac^frtinistrative .systems while, .on t^e other hand/ universities 
fail to evaluate carefully their compl iance**capatil il^ies and the actual 
costs to comply. The resulting situation exacerbates tfie g^er^al 
relationship, • ^ • . , - * 



* • / 
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Practica/ Assistance fo\g;.Uni versUies ■ , - 

Qrte 'of our general conclusions above 1*5. that university fmi.stg)eriodically' review 
the' organization and proced^ures of its various admfnisfrative systems and mak^ 
adjustments necessary to assure itself specifically, that tfhese systems'are' fulfil Ung 
the re^ponsibilities/as^ed by the-^uni^^ersi ty when it accepts Federal grants- and 
contracts.". In addUioiwto the) Impact Reports, our W-II Project is also producing ^ 
three-reports 'Whi^aim tor provide universities with some practical assis^arrce to 
aid them in ident^i ng *an\l correcting adprlmistrati ve inadequacies. 

ppraising Administrative Operations: A Guide for Universities 
and Colleges " ^ y^ ^ u 

This publica.tion is based on a study of Tfie operations and effectiveness of the 
University of California's" Quality of Management Program. The OHP is a DermilTient,' 
systematic, cyclical process of review' of administrative operations. The program 
has 'been conducted for »e p.ast-* threo^ years by each of the nine' University campuses 
under a Uniiversi ty-wide framework, fllbservations Kave been made of the effectiveness 
of .teghrtiques used at various campuses, and the processes 'and experiences that went* 
into the conduct of the evaluations'^are described. The Guide assesses various 
techniques 'used in planning, cgndu^fting, implementing, and evaluating ad(*iinistrative » 
appraisal reviews. Include* are review^guidel ine questionnaires for conducting^ 
evaluations of the general management of an organization, and of twelve functional 
areas, for example: Contract and Grant Administration; Financial Accounting; 
Personnel; Student Financial Assistance Administration ; 'Registrar. 
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Critical My^s Fnyolved in the , Review of Research Proposals 
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] . This report discusses various facets of the campus process in relation to Institutional 
5' commitments; academic pl^nsimd campus restraints; acceptability of agency terms and 

i| - conditions; -adequacy of» ttie proposal budg.et ajid other considerations. Bashed upon * 

V, - research on contract and grant operations, and Jjfi^ Impact of Federal contract and 
grant requirements at the Berkeley, Los Angeles and San Diego campuses, the report 
will ;help institutions identify critical responsibilities in the review and 
approval process. - ^ • « r * , ' ' 

1 Organization and Management of a^Large Organized Research Unit within 

a Campus Environment - Scripps Institution of Oceanography * 

This/report summarizes the results of a studjr^ade in 1973) of'the organization and 
management of^Scripps Institution of Oceanography and its relationships ^n* th the 
University of Californi a S an Diego and evaluates some of the resulting administrative 
changes that have been ISade since that time. Specific areas to be included afe: / 
^ provi^sions fgr project management , budgeting- anci planning, contract and grant 

* I administration", fui^ing arrangements, technical support, afeministratrive lerviies, 

data and scientific collections. Evaluation was made in 1975 and 1976. . . 

, ; . ye regard the^^^bli cations described abovevas a arfV'oMary to our general conclusion ^ 

that universities must assure themselves of the 4fTectivene^^r^f their administrative ' 
Systems* For example, ^ince the appraisal procesyydescnbft .in' the Guide is aimed 
.at the actual pQrformanc( of administrative systems /HtJras .an immefliiate relationship 
*fe a iuniversi ty's ability to comply effectively with reguirements; the "discussion 
of pr'oposal approval f^gj lights significant points in the process where responsibility 
^ ' must be exercised by thefuniver^si ty ; theVorqanized research unit study describes 
^ adjustment Ir organizatfon and administration des^igned to more effectively respond 
^ . , to requirements. These are concrete demonstrations of ways, to .assure 'responsible, < 
effective stewardship. - I - • ' . 

\ 
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FUNDING OF FEDERAL 

cOnTrac.fs and grants 



SUMMARY" 
I. Introduction 



Cash flow, or-the funding of contract and gr^nt funded programs, is an integral 
part of the larger area.encomplssed within Financial Management". Three methods 
of Federal payment are used: * - . 

U /The letter of credit,^ 

2. Arix/Anrp h\/ Tr*oAciir*w f*\ 



1. / ine letter ot credit,^ 

2. advance by Treasury Check, or 

3. reimbursement by Treasury check. 



In recent y^ars, Federal sources have recognized theimpact of non-stdDdardized.-^ 
requirements among agencies within these areas for cost reimbursement, cash ad- 
vances and financial reporting requirements and have moved to implement uniform . 
practices to relieve the burdens of compliance placed on non-profit institutions. 

II > Federal Requirements ^ ^ 
Federal requirements concerning cash flow are outlined as ta: \ 

1. Method of payment, 

2. cash depository Vequiremetits, and 

financial reporting requirements, / 

The' proposed Federal Management Circular, FMC 75-^ "Uniform Admirftstrative Require- 
ments for Educational Institutions, Hospitals and iPkher Private f)lon-Profit 
Institutions" (popularly referred to as "A 102 T/2") contains si^hificant recommen- 
dations for unifl>rm agency application of requirements in the above areas- 

III> Federal Agency Development of UniformUy and -Simplification 

Beginning with the* Hystad Report (U.S. Bureau of the Budget, Report on the Project 
Concerning! the Policies, Terms ar>d Conditions Used for Research Projects at Educa- - 
tional Institution^ , 1966.) several steos^have faeeM taken to <;impTify and rnn.<ii.<:> 
te(i^y apply payment procedures. The proposals of the Department of Health, Educa- 
tion and Welfare Federal Assistance Financing System (DFAFS) and the recommenda- 
tions of the Commission on Government Procurement for Regional Contract Payment 
Offices are outlined. ^ 

^ IV> »jtfnivers1ty Implementing Policies and Procedures '$ ' / 

The University of California's (the University) Accounting Manual under "gdntracts 
and Grants: Federal Cash Advance Programs" adequately details the various Federal 
payment m^th^ds and in^licates procedures for each. 

In addition, the Chief Accountant periodically follows up on Federal accounts 
receivable by means of anr aging schedule. to ascertain the effectiveness of Univer- 
sity claiming procedures and th^ magnitude of the areas of concern. 



V. Impact of Requirements 



The' research conducted indurates ttt^t the Federal requirements concerning cash 
flow have significant impact on the University in several areas: 



, . tNVIRONHENTAL HEALTH AND SAFETY 

t ' ' 3 

' ^ SUMMARY • » 

I. FEDERAL REQUIREMENTS ' 

'*^The campus health and safety programs are determined overwhelmingly by the- require* ' 
ments of the Federal, State and local regulatory agencies rather than the specific 
requirements ^of individual Federal funding agencies. Furthermore, the caiUpus health 
and safety programs are generally applicable to all campus activities and not spec- 
ifically identified with contract and grant activities. 

Most of the specific Federal agency requirements are 1 imi ted to general references • 
to regulatory agency or statutory requirements. The National Aeronautics and Space 
Administration (NASA) does require, in connection with specific' contracts, the sub- 
mission of health and safety plans and'reports on accidents and other incidents. 
The other Federal agency requirements, as outlined in the repdrt, are vary general 
in character. None--of these specific requirements have-a substantive' impact on 
health and safety programs for contract and grant pesearch^ activities . The Federal, 
State and local regulatory requirements, hdwever, are a determining factor in the 
health and safety programs. 

\ II. UNIVERSITY 'OF CALIFORNIA^POLICIEy An5 PROCEDURES 

The University of California policy statements on health and safety are very brief 
and general in character. This situation reflects the existence of- comprehensive^ 
Feder^T7 State and local health anci safety* regulations and the absence of a Univer- 
sity-wide st-aff officer for this function'. They outline, generally, the basic 
health, safety, and f i^ protection policies, the academic departmental responsibil- 
ities for health and ^ety, and the responsibility of the Chancellors for review of 
contract and grant proposals for health and safety considerations. A 1973 Presiden- 
tial task force report on the status of hea^lth and safety highl ighted -the need for 
strengthenejiJ health and safety program particularly in view of the CAL-OSHA re- 

?Liir*ements, but if t^ese resources were applied selectively, a fifty perce'nt reduc- 
ion of losses would be possible over a ten year periad. ..Both the initial added 
costs and the long term benefits would have a significant impact on contract and 
grant research programs. . ^ • « 

III. UC SAN DIEGO IMPiEMENTIN^ PROCEDURES 

The general approach talten on the UCjSan Diego 'campus in the field of health and 
safety'is that observance of the general regulatory and advisory guidel fnes 
Federal*, State and local a'gencies.will more than satisfy the specific requirements 
of Federal funding agencies. .However, some of th^^pecific .Federal requirements re- 
, suit in an administrati vfe'burden on research operaWons with limited benefit-^o the * 
research program. TJius, in general, the Federal, State and local health and safety 
requirements of the regulatory agencies rather than requirements of ^the' Federal 
funding agencies determine .the campus health and safety program. It is these reg- 
ulatory requirements that have a significant impact on campus research programs. 

The UC San Diego implementing policies in the field'of health and safety are fairly 
general in character and*reflect the provisions of University-wide requirements. ' 
Contract and grant proposals are reviewed for health and safety considerations, but 
no fortnal approvals are required. Radiation Safety Manuals have been issued for the 
main campus and the Medical School which s-et forth radiation standards and require 
Committee approval of all applications for use, of radioisotopes. Although 
CAL-OSHA is applicable to thje University, no campus Manual has* been issued and no 
state inspections have been made on the UC San Diego campus. The increased health 
and safety e)ipenditures that are anticipated will require increased direct and in- - 
direct charges to contract and grant funds for their proportionate share of the cam- 

13 . 
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. . ENVIRONMENTAL HEALTH AND SAFETY 

t • g 

' * SUMMARY 

L FEDERAL REQUIREMENTS - 

'^The campus health and safety programs are determined overwhelmingly by the. require^ ' 
ments of the Federal, State and local regulatory agencies rather than the specific 
requirements vof individual Federal funding agencies. Furthermore, the canlpus health 
and safety programs are generally applicable to all campus activities and not spec- 
ifically identified with contract and grant activities. 

Most of the specific Federal agency requirements are 1 imi ted to general references 
to regulatory agency or statutory requirements. The National Aeronautics and Space 
Administration (NASA) does require, in connection with specific' contracts, the sub- 
mission of health and safety plans and'teports on accidents and other incidents. 
The other Federal agency requirements, as outlined in the repdrt, are very general 
in character. None^of these specific requirements have-a substantive' impact on 
health and safety programs for contract and grant pesearch^ activities . The Federal, 
State and local regulatory requitr'ements , hdwever, are a determining factor in the 
health and safety programs. 

II. UNI1/ERSiTY '0F CALIFORNIA^'POLICIEy An5 PROCEDURES 

The University of California policy statements on health and safety are very brief 
and general in character. This situation reflects the existence of comprehensive^ 
FederaTT State and local hea^lth and safety- regulations and the absence of a Univer- 
sity-wide staff officer for this function. They outline, generally, the basic 
health, safety, and fi^ protection policies, the academic departmental responsibil- 
ities for health and #Fety, and the responsibility of the Chancellors for review of 
cohtract and grant proposals for health and safety considerations. A 1973 Presiden- 
tial task force report on the status of hea^lth and safety highl ighted -the need for 
a strengthene;^ health and safety program particularly in view of the CAL-OSHA re- 

?uir'ements, but if these resources were applied selectively, a fifty percent reduc- 
lon of losses would be possible over a ten year period, Both the initial added 
costs and the long term benefits would have a significant irtipgact on contract and 
grant research programs. . ^ ■ * 

. * III. UC SAN DIEGO IMPiEMENTINS PROCEDURES 

The general approach ta-ken orr the UC^San Diego 'campus in the field of health and 
saf^y*is that observance of the general regulatory and advisory guidel fnes of 
Federal*, State and local a'gencies ,wi 11 more than satisfy the specific requirements 
of Federal funding agencies. .However, some of thQ^pecific ^Federal requirements re- 
sult in an administrati v*e*burden on research operawons with limited benefi^MJo the 
research program. T^us, in general, the Federal, State and local "health and safety 
requirements of the regulatory agencies rather than requirements of ^the' Federal 
funding agencies determine .the campus health and safety program. It is these reg- 
ulatory requirements that have a significant impact on campus research programs. 

The UC San Diego implementing policies in the field' of health and safety are fairly 
general in character and*reflect the provisions of University-wide requirements. 
Contract and grant proposals are reviewed for health and safety considerations, but 
no fortnal approvals are required. Radiation Safety Manuals have been issued for the 
main campus and the Medical School which s-et forth radiation standards and require 
Committee approval of all applications for use. of radioisotopes. Although 
CAL-OSHA is applicable to thje University, no campus Manual has* been issued and no 
state inspections have been made on the UC San Diego campus. The increased health 
and safety e)ipenditures that are anticipated will require increase* direct and in- - 
direct charges fo contract and graat funds for their proportionate share of the cam- 
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^pus costs. 

IV. IMPACT STUDIES ON THE;UC SAN -DIEGO CAMPUS 

On the basis of a series of studies in Scripps Institute of Oceanography, the Med- 
ical School and the General Campus, the impacts of health and safety requirements 
on the UC San Djego campus ar6 discus'sed under the following subjects: 

' Health and Safety Features of Contract and Grant Proposals . The campus Environment- 
al Health and Safety Officer receives a copy of the Request for Extramural Support 
^ES) forms but does nof-^normal ly indicate his formal approval before the proposal 
is forwarded to't'he funding agency. The procedure keeps the- Environme/ital Health 
an(J Safety Qffice informed on emerging research programs but does not appear to be 
an effective mechanism fc^r p'articipation in the campus planning process for research 
programs nor d9es il fully meet Utifjvers'i ty-wide requirements. 

Health and, Safety Programs for Animal. Resources . The animal care program at UC San 
Diego operates under the direction of the Campus Veterinarian and the Office of 
Animal Resojji»ces in tfte Medical Schoof and is financed through recharges. .While* 
"the extensive requirements for Animal care are being met, it is increasingly diffi- 
cult to' maintain animal care Standards in view of splraVing costs. Variations in 
laboratory animal charges among different institutipns and the three to five-fold 
increases in these prices in the past few y^ears arp matte^s of increasing concern 
to NIH, the«principal fundiog agency. These costs constitute a serious threat to 
the maintenance pf- minimum health and safety standards ai^d the quality of research. 

Biohazards Program . The biohazards growing t)ut of exposure to pathogenic micro- 
organisms and oncogenic viruses is* a matter of increasing campus concern'. A special 
safety program and manual is being developed tCL^eet thi\s potential danger^in ad- 
vance of specific agent:y requtf^ments^. ' . ' , 

Impact of Specific Federal Agency Health and Safety Requirements . The specific Fed- 
eral agency requirements -relating to health and safety appeafr to have no impact on 
the ^substantive research programs. Jhey do, however, add to'the unproductive ver- a., 
biage involved in the contract and grant process and in the case of NASA contracts , 
require preparation of health, ^nd safety plans that have liftle op no impact' on the ' 
health and safety program of the carapfcs. Unless there are specific health and saf- 
ety problems that require special afee/ition, such as 'biohazards, the imposition of 
such requi repent^ as those used by *ASA appear to have no benefits or justification. 

.Impact of /health and Safety Prograr^-^n Vessel Operations . Ocean vessel operations 
pf^ Scripps Institute o4.^0ceanoqr?aphy present unique health and safety problems, but 
these appear to have been resolved. Health anrf^safety of crews and scientists at 
sea* for l|0ng periods of time under high risk conditi'ons is a matter of particular 
concern. The National Science Foundation (NSF) and Office of ^Naval Research (ONR) 
arrange for periodic inspections of vessel s .through the University - National , Ocean- 
graphic Laboratory System (UNOLS) particularly for vessel safety and evaluation of 
udget requests. « 

The. Impact of OSHA and CAL-OSHA . The impact of OSHA and* CAL-OSHA on UC San. Diego 
research programs is only in its initial stages, but a number of corrective progran^s 
have been instituted on the campus. The rale of the^ Environmental Health and Safety ^ 
Officer is material ly- strengthened by the mandatory application of these regulattons. 
The funding of OSHA costs is not normally made a direct .issue in the contract and \ 
grant proposal process, 'but may*well become a matter of increasing concern tb cami^^ 
management. Such a. program will require more K)f the elements of systematic evaluation, 
benefits and costs analysis of alternatives, and risk management. Also, ijt will re-^ 
quire close coordination apd understanding between representatives of the qafnpus and 
the enforcement agencies to develop immediate and long-range programs to reduce 
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health and safety dangers to reasonable levels within available funding. 

* > 

V. RECOMMENDATIONS , 
' Elimination qr Reduction of Federal Agency Requirements ^ 

Federal funding agencies omit any references to health, safety or related insurance 
and workmen's compensation requirement^ in contracts or grants tp educational in- 
stitutions or-limit their General Provisions to general references to^applicable 
regulations. Exceptions should be made only with^respect to those cas^s where 
specific health and safety hazards or special insurance problerps are involv.ed in 
the research project or program, and are not covered by existing regulat1ori5 . . 
These special situations should be identified; and-specific requirements prescribed 
in the contract or , grant documents. ' . 

Health a/id Safety as a Risk Magag^ent Program • 

Both the health and safety enforcement agencies and campus environmental health and 
safety offices devqlpp a reasonable balance in .the enforcement of regulations, 
^taking into consideration' such factors as: the degree of risks involved, the cost - 
outlays required, impact or^ j^esearch , and the degrfee of commitment and progress to- 
ward»health and safety objectives. The academic and jieseirch departments ihould be 
equally ander^anding and responsive to health and s^^ety needs in their research " 
proposals and operations^ and th^ir commitment to^iiOiieve the objectives of the^* 
health and safety prograrns. Management of educj^onal institutions should be >kept 
fully informed of health and safety conditions and the degreesJTf risk and cost/ben- 
efits involved. By the.' same token, management has a- res-pw^i'biM i ty~to tete--a- ieatf- 
ers.hip role in resolving areas of differences which may develop among academic^ re- 
search personnel, the Environmental Health and Safety Officer, and the regulatory 
agencies. ' - . 

.Funding of Increased Health and'Safety Costs ' 

Where specific health and safety consi^rations. are involved to a substantial de- 
gree in proposed research projects, rented costs should be identified in the re- 
search proposals and specific funds requested for these purposes. To cover those, . 
increased health and safety posts that have a more diffused^ impact on campus opera- ' 
tions, including contract and grant research, increases should be made in the in- 
direct cost recovery charges for the proportionate share represented by those re- . 
search programs. 

Health and Safety Considerations in Research Proposals 

Aclear campus policy shbuld^be promulgated that places primary responsibility for 
health and safety considerations of contract and. grant proposals in the ^IW^cipal. 
investigators and the academic channels of review at the department or higher level. 
In addition, ther^ should be a requirement for advance consult'^tion with the Envi- . 
rpnmental Healt^'and Safety Officer by the principal i nv^estigator. The proposal ^ 
forros should state that there has been such consultation an,d refer to any unresolved 
problems. The Environmental Health and Safety Off^ice should^ be available for con- 
sultation during the proposal development process and should continue' to review all 
pro^Josals to keep informed on research programs and to advise management on any 

'potential health and safety problems that may be involved and ara not resolved. He 
should not-, however, be in the^ formal proposal approval process. Campus, planning (ff 
research and academic , programs' for health and' safety and other management consid^ra- 

^tions should^be a separate planning process rather than a by-product of the review 
of individual contract and grant proposals. 
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Aqew^nd U ni^^erslty ci^operatlon In Development of Laboratory Animal Policies 

•ft^reswtatfves of NIH and urwiversities with significant research programs in- 
mW^^-'^'^^ animals should work together in the development of an acceptable 
>^ ^^^^ operations based upon cost accounting methods and reflect- 

' " ,^]^^^Ufc^nt differences In administrative pol icies .among research* institutions. 
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FEPyAL PRQCUReIeNT REQUIfiSHENTS - 



s' u M K A R y • 

^ - — ^ 

* ' Part I 

* Irvti^oduction » * - 

This 'report is a case study ba^ed on the underlying premise tba't federal require- 
ments sKouVd be as nsintoal as 'possible consistent with Responsible stewardship. 
Within the -area of fed^al procurement requirements, two different systems have 
been identified for analysts. The search is for that balance in which federal 
' requirements are not 50 l^hient that they pernrit irresponsible expenditures, nor 
so strict that they involve a Targe administrative burden without measurably 
Improving respo'^sibt^e spending-. 



I, Procurejtient f^ebudgeting Requirements Under' the 



"Agency Ap'prpvaJ) and Institutional Approval Systems 

The two different models identified for. analysis in this repor^^ are the Agency 
Approval system and thg Institutional Appcoval system. 



V 



Under the Agency Approvil system, the grantee must receive approval from the agency 
before transferring fi/nds within approved operating categories in order to purchase^ 
research equipment. • . ^ 



Und^r the Institutional. Approval system, approval authority fgr equipment rebudget- 
ing has been delegated 'to the grantee institution.- The grantee ^iJSt receive ap- 
proval from his institution only before rebudgeting for the procurement of research 
equipmentj^ ' ' ^ 

IL Campus Processes for Equipment Procurement , Rebudgeting Under 
. ' - ^ the Agency Approval and Institutional »Approval Systems 



Under the Agency Approval system-, 3 rebudgeting request is reviewed both within 
• tHe institution *nd at the •agency. At the same time that an Internal purchase 
requisitionM's submitted to the procureme^nt system, a latter of justification must 
' '^be sent, forward for agency review. Action cannot be complet'ed. until the agency ^ 
review has been, accomplished. - • . , 

^ The Institutional Approval system-avoids the delays of the Agency Aggroval system 
■ by permitting rebddgeting requests to' be reviewed v/ithin the Institution as the 
entire request package is processed, in the case the Berkeley system; by uti- 
lizing 'a singte »orm. 

The tmpact of t^e latter system has be"*6n such that researchers and adminfstrators 
strongly recommend that it be adopted- by all federal agencies. 
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III. ComparisQn of the Impact of the Two Rebudgeting Systems 



" The Institutional Approval system is shown-to have the following advantages over 
* the Agency Approval system: 

► 1. Minimi^tion of delays; * , ' ' . x 

. 2. Minimization of administrative work for researcher and. support staff;, 

3. .Possible improvement in the quality of research; 

4. Improvement in researcher n\6ra]\ and * ' • ' - 

5. Reduction In costs. 

v'^!' ^ IV. .Conclusions 

' . >; ^. ^ 

Given a philosophy which calls ^for minimal requirements consistent with reVpoos-ible 
stewardship,' the Institutional Approval model is superior. The .evidence presented * 
in the paper also suggests that, in general, delegation of authority and increased 
reliance on the administrative control systems of institutions warrants further use. 



Part 2 
Introduction 



Of the many federal requirements applicatle to* contract and g^tant operations, those ' 
covered inr this section are considered to have -been establ ished to benefit both the 
governm^t and the institution. There has been, evidently, limited efforts to 
measure the degree to which this goal has been achieved. And it is an underlying 
impression from the following surveys that. in order to bring about situations lend- 
. ing themselves to positive results, several areas should be re-evaluated in 'terms 
of their ori^.inal intent and their current status. 

I. Vendor Equal Opportunity - \ 

% Exefcutive Order 11246 and the Civil Rights Act of 1964, as amended, have obligated 4 
institutions to the establishing of procurement programs^which encourage and de- 
velop equal opportunity for minority suppliers to compete for university business. '• 
Policies have been issued and procedures created, which permit the issuance of 
trial orders to test performanc e^go tential In addition, vendors are required tb' 
certify J:o the existence of eojilffemployment opportunity and non-segregated ^^^ti^ 
Hties. 

The success of this program is such that it is consiclered an on-going part ot the ' 
normal T)urchasing function and not a costly additional ^requirement. * | 

t 

11. Screening Property » " . 

/' Thf federal government makes available bath the Defense Industrial Plant ^Equipmentj 
Center and Equipment Visibility Systems which a^re utilized by recipients .of " * 

. * - . n 
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contracts anS grants in the attempt to- locate needed equipment.- Both systems re- 
quire the processing of prescribetf^orms. It 'has been the experience of this 
campus that neither system has pror^fuced equipment to the extent needed, and.most 
research admjnistrators recommencl that basic research orientechprojects be exempted 
from their use. » \ 

III; Obtaining Excess property 

The 63A system, ' which makes^available exce-§s personal property to research insti- 
tutions, is utilized to a significant extent py Berkeley^ campus projects. Monthly ^ 
catalogs are intelisively secfrched and, when items are found, campus procedu^es 
(which incorporate the use of a single government form are carried out. This system 
has a long history of posi-pj/e impact upfin projects which, often- for the price of 
transportation^nly , have been immeasurably aided. ^ 

.IV. Recoil Keeping 

Procurement documents are retained- tn accordance with both federal requirements 
and University i:)olicies. This essential function encompasses the recording of 
equipment acqursition by definition either as inventorial type or that t'o-be- used 
for SpeciaBtest purposes onlyt' It has been of positive value to retain prpcure- 
m^nt filesWor significant periods of time, particularly with respect to the ^ 
reference effort often^ requi red when disposition or title change occurs. (Note: 
for a related discussi&n of .property management, see the E. Z. Irvin and A. B. 
Jebens report ia this RMI series.) 

( ■ ^ 

V. Subcontract Administration 

This brief survey of suc^ a vast subject emphasizes that the Federab Procurement 
Regulations and the Armed Service Procurement Regulations are the base documents 
1n this field. Significant eXfJerience has been gained within the Berkeley pro- 
. curement function by years of accumlilcfted reference to these documents. This 
experience has -benefitted fesearch administration because of the inclusive netture 
of these twd policy and procedure manuals. * 
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JIWANCIAL MANAGEMENT: BUDGETING ANU REPORTING 
UNUEB FEUERAL CONTRACTS AND GRANTS 



I 



■ SUMMARY 

V 

•' L INTRODUCTION 



ftnancial management of. contracts arfd grants is concerned with many to(3icsVe- ' 
, lated to funds received by the University from federal agencies for the support 
of research, training anci public service programs. This sttidy 'encompasses, fSur 
of the cefitral topics, consisting of: ' - 

* • 

K Bi^dgeting ^ ^« • ^ 

2. Rebudgeting ^ . 

3. Reporting ' ' ' • . 

, 4. Recordkeeping . ' ' ^ ^ / ' ' ' 

Other financial management studies conducted by this Research Management Improve- 
ment Project are: Cash Flow , Cost- Recovery , Federal Proccfremep^: .Requi rements 
Property Management , and ^ime and. Effort Reporting . ' ' . ^' ^ ^ 

TheMfiterrelatiqnshipe among the four main sut>jects (jf this report 'are pervasive 
and cYucial. Therefore, a'll four are-rtydied-here In a single\report rathe^ ^ 
than In separate reports. Variatipns inlj^e agency requirements on' those sub- 
jects are*a fonnidaB'le array, stemming frofn divergent, agency approaches to aca- 
demically based research. Main attention is given to'gr^ants, and corrtracts are 
discussed only as they relate to special problems. ^ . 



II. FEDERAL 



BUDGETARY R&QUIREI^NTS 



Budgetary detail relating to Feder< 1 funds Is. much greater than the detail whtch 
most ^tnstltutlons require for thei| own resources. Furthermore, variatiofis In 
agency -requirements pertaining to budgetary matters pervade the entire process, 
from the preparation of the proposal budget through budget adherence and control 
and the rebudgeting of funds. Thefse v^arfations occur between ''agericies as* well as 
within agencies, suctt as ft^m grarit to grant or among different officials of a 
given agency. ' 

I ' ' 

UI. FEDERAL EXPEfl^jiTURE REPORTING REQUIREMENTS ^ ' 

Expenditure reporting, as a secondary, control feature, is Introduced when agencies 
require reporting by specific categories. The form and content of expenditure 
reports, ajtd^the frequency of submission, vary from agericy to agency, dependent 
OB^assorted motivating factors. \^ 

" ■ 21 • ■ 
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Ttie "Financial Status Report*" which will be- promulgated in forthcomi;ig requla- 
lions. is being ^used t>y art increasing number of,agencie$ in an "attempt * to achieve 
greater standardization. Whether or not it will accomplish its purpose will 
depen4 mainly on wh'ether agencies* maintain its basic uniformity and 'simplicity ^ 
or alter its use by a piAjfusion of , deviations. 

documents sufiporting cash flow, such as the. DfiEW Federal Assistance Financing 
Systen. may serve a dual purpose by doubling as vehicles for obtaining ca§h and 
as reports of funds expended. 

. r . ... . '■ ■ ' 

J ^ IV. IMPLEMEUIAHett UF REQUIREMENTS 

At the University Qf California the implepi^ft^fion -proce^ss for the control of ' • 
budgets and expendi tures 'is built around a sophisticated computerized accountir>g . 
system whiqh -incorporates budgetary as well *a^ financial transactions'. Although 
^this system is heavily relied upon, agencies' requirements fl&r control and re- 
porting of line item* categories, and for unusually complex program-related re^ 
•ports of expenditures and estimated expench tures . also necessitate manual systems 
and controls which must be- superimposed on the automated s-ystem. , 

^Preparation of final expenditure reports is a cooperative effort between the 
Accounting Office and the Principal Investigator. For some reports it is the'' 
Principal Investigator who must supply data in. hiyfily complex financial and 
program related form; This poses a severe f>robl)^ as project related staff ^often 
lack the account-ing and analytical background fdr these reports. 



V, IflPACT OF THE REQUIREMENTS 

Application of federal requirements is incoasist?ent and unreasonable in its level 
of review, detail of justification, and severity of application and causes nega- 
tive impacts on the University, fxamples t)f these negative aspects are: 

1. The artificial segmentation \)f research program work around budgets' 
arranged for financial corrsiderations^rather than for programmatic 
t. ^ needs. - * 

I. Delay in project work and problems in'-^cheduling caused by factors 
such as time r*^quirfed for obtaining approvals! ^' 

3- Potential disallowances and cojj;^quent costs that must be absorbed 
by the University when lack of clarity and consistency in require- 
ments makes implementation extremely difficult. 

4. Increased costs for manpower and related faciTities resutting from 
^ stringent requirements which are difficult to implement.* 

iThe University has benefitted frorfi the development of cost center-cost accounting 
;informatiofi systems and professional Research administrative staff. Benefits from 
ithis ^professional ism have'cacried over into other areas of administration, and • 
therefore represent 'a fayorabTe impact in this respect. 
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^'Overall, however/ the writersfeel that the inconsistencyr complexity and lack \ 
of clanty of the requirements strain the capability of, tbe University in 'im- 
• plementing therti property. 

* * 

^ . VL RECOMMENDATIONS , 
The Federal Agencies '^ . . ' - . ^ 

Among the recommended changes in federal f>olicies with the potential fo/* im|>roving 
^ the quality of research and simpl ifying financial manage^nt are these: 

1. Use scieoti'fic program progress reports to monitor research instead of 
relying on financial reports and controls. 

*. 2. Provide ple/ibility in spending to ttie greatest reasonable degree, to 
accommodate the pacing and the fiaturaT direction of the research. 

3. Standardize requirements, at the lowest possible leVel of';detail, so 
long as they encourage flexibility rather t'han rigidity and lessen 

^ the burden on the research process and the Institution- Certain por- 

•tions of 0MB Circular A-102 n/2 appear to have favorable potential. 

4. Clarify imprecise terminology, including definitions; and use standard*^* 
language, whenever possible.* 

y 

b. Extend tHe JHEW Federal Assistance Financing System (DFAFS) to include - 
annual reports, thereby reducing expenditure detail and individual 
variations ajpong agencies. 

6. Reference all requirements in handbooks and manuals back to the origi^nal 
or earlier sou|>ces. 

The Univers^'ity ^ ' ' , 

Although elimination of adverse Federal requirements appears to bfe the most bene- 
ficial avenue, institutional changes at the University, such as the following, 
should be explored: 

1. Closer coordination of all administrative coroponents of the contra,cts 
and grants system, especially the proposal, budget and reporting units. 

2. More coordinated administrative support by campus centralized or academic 
units to serve directly the principal Investigator and researchers. 

3. Modification' of University automated reporting systems, so that budget 
categories and expenditures are directly related and reporting periods 
for cash flow and expenditure reporting conform >/1th agency demands. 

\ ■ • • ^ 
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SUMMARY 

INDIRECT AND DIRECT COST RECQVERY 
UNDER FEDERAL CONTRACTS ANDrgRANTS 

INTRODUCTION 

This study of cost recove;»y' is concerned with the process of reimbursement to colleges 
and universities for perfprmance; of research and training' and provision of educational, 
services under Fed^al, contracts and grants. The study addresses basic question^ of what^ 
^ costs' does the uni^fsity reco<^er and how does il recover these costs, both direcV and 
indirect. While the^ process is essentially a simple one for a single ifbn tract or grant, it has 
become qdite complex and controversial, for institutions conftmitted to substantial federal 
contract and grant operations. Subsequent sections of this report identify^^^^ljbr factors 
complicating the cost recovery process, describe University of CaiiforMa operating 
procedures and experiences with cost recovery, discuss recent developments in cost 
recovery .policy revision- and make a series of recommendations that Qould lead to 
improvements in the 
institutions. 



cost recovery process foc^th Federal agencies ^d educational 



The basic thefrte of this study is that the cost recovery process requires, 1) a reasonable 

• l^vel of accountability, financial planning and control by educational institutions, and 2) 
recognition 1:^ Federal agencies of complexities of accounting and management problems 
involved in carrying out large'-scale contract and grant programs in a university 
environment. ^ ] t 

CHAPTER 1-^?ACt6rS COf^FLICATI NG THE COST RECOVERY PROCESS * * 
^ ^ — J- ■ — ■ 

]• Federal Cost Recovery Guidelines and Requirements ^ _ 

Federal Management Circular 73-8, Cost Principles for Educational Institutions (FMC 73- 
- 8), provides basic gui^ptfifes^or cost recovery by educational mstitutlons. The tone of the 

* Cirqular is one of reasonable accountability, ^negotiation and compromise with wide 
flexibility fct identifying full allocated costs, based upon open interaction between 
representative of Federal agencies and institutions. ^ » 

Unlikv^licies for profit making organizations, this Circular is l>ased in many respects 
upon «ingremental or byproduct rather than a full joint cost accoiinling apRroach» which 
• places institutions at a distinct financial disadvantage. 

-r ^ ' ^ , ' . ' - ' " 

Allowable costs, ijoth direct and indirect, arp (hk focus of attention of more fban 90 
>^^paragraphs and subparagr^hs of the -Cii^cular, Important institutional costs, such" as 
interest on borrowed capital, are excluded cpmpletejy while others ar^ subject to lihtTtiog 
conditions. In addition, Individual agencies ^r\fi specifip contract and grant requirements 
further lirpit allowable costs, . 

DireclU^nd indirect cojjs are differentiated Hk general termis as to degree and e^e of 
identity with the research project, and by standardized definitions or the nature of the 
goods o^ services. Consistency of treatment under like circumstance^is required, but .this 
^does not result incomplete uniformity^in* treatment similar costs, because of valid 
differences in institutions, administrative systems and Research environment. ^, ^ ' ^ 
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Indirect cost allocation and 'cost rates are t>ased upon the distribution of such costs 
proportionately to different* institutional objectively: a simple concept, but one that can 
become quite complex as described in the regulations and in practice, particularly under 
the current adversary relations with Federal audit* and negotiating agencies. Various cost 
pooling arrangements are authorized and different approaches jyor cost distribution and 
weighting factors may be used, if determined equitable. Alternative indirect cost rales, 
are negotiated whence different environmental 'factors exist. The resuy is a complex 
schedule of rates applied to salaries and wages or mojdified total direct costs, wjlh 
. numerous minor* variations in definitibns of these ba^seST^ Indirect cost rates may be 
, ^ J provisional, post determined, p^edeter.mined fixed, or* fixed with a carry-forward feature. 
Most major institutions use the latter type. * 

« 

The^quired certification that all charges are apt^r^^iate and in accordance with the 
a^Fee^nent involves an institutional pre-auditof expenditures in t^ie cost recovery process. 

. 2. IndirectX^ost Recovery Proposal, Audit and Negotiation Process ^ 

• * ' ( 

An indirect cost recovery rate proposal is Submitted to the cotnizant audit-negotiation 

ag^cy, which is DHEW for over 90% of the institutions, usually \n an annual basis. The 
- rare proposal preparation anx3 negotiation process .has expan^d outxof all proportions in 
the past five ^ears, as a result of major policy implementatk>n^ffenences and audit 
disallowances. Negotiated rates, once approved, are accepted by otheiif ederal/agencies» . 
but rate increases may present difficult problems of implementation for the/institution 
when Bgplied to continuing cost-reimbursement contracts that were negotiated at a lower 
^ rate payable out oi earlier year funds. ' / 

Special recf^rge rate proposals may be required for certain institutional services, such as 
the computet^center or patient care' costs. These , negotiations often involve complex 
questions of differentiating leases and sales, inclusion df interest costs', reasonableness of 
r^tesand possible inequity of charges to Federal contracts and grants in relation to other 
users* , , 



3. Institutional Facto^^ompHcating Cost Recovery Process 



Institutional 'factors complicating . the cost recovery process range from academic 
attitudes toward planning, managemeht and financial control processes to the nature of 
administrative systems and realities of carrying out a number of intermixed programs 
under different funding sources. In addition. Indirect costs hffve increased substantially in 
recent^ years. A more subtle point is that dipect costs are funded directly and are 
controlled at the departmental .or organized re^arch unit level, while indirect costs are 
the responsibility of intermediate and higher levels ^ admmistration. Moreover, funding 
of indirect costs, is confused by the budgetary processes and the use of campus-wide and 
institufional-wide cost averages. This results in principal* investigators and funding 
agencies seeking special indirect cost rates and being critical of indirect policies and 
practices. / , - — - . * 

Institutional management is required to carry out joint and intermixed program objectives 
funded from a wide variety of fund sources without basic working capital funds, 'but with 
expectations of a high degree of* financial stability. At the same time, there is increased 
efhphasis on accountability for each of hundreds, or thousands of segmented fund sources, 
as well as for overaH^system op^^ration. 
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Federal Age ncy Factors Complicating Cost Recovery Process 

The very numbef of 'Federal agencies involved in funding contract and grant operations 
- with their variations in- allow&ble co.^ts ar^d cost recovery procedures, is a major 
complicating factor. Different cost reporting categories and requirements for supporting 
aata add to the problem. More fundamental problems arise out of the confusfed^licv 
^ . position and rationale for institutional cost sharing for Federal -projects, and Federal 
agency attitudes^toward responsibility for support of higher education. Also, absence of 
-Sbntipuing.M^stent and effective Executive Office lead^-ship in cost recovery and 
?f%i2uV matters, independent of individual Federal funding agencies, makes 

It difficult *o <-esolve these issues in a mutually satisfactory manner, 

CHAPTER 2. UNIVERSITY OF CALIFORNIA EXPER IENCK WITH COST RECOVERY 

■ ^ 

.^r.''^'"^"^'^ operations in the University of California are centered at individual 
Ser''c<;Tr«T ^^-^V"?""'"' <'J^<^o.ery rate determinations, advance payments arfj 
master contract negotiations and development of administrative systems are generally 
responsibilities of Systemwide Administration. Direct cost recovery reprfsents a 
burdensome paperwork operation for the Extramural Accoujrting Staff, with an emphasis 
^Inmli i '"^'^'^"^l transactions. University of California administrative systems do not 
in a Tew ofhL w t^r"^"""''"" °1 «^P«"dit"rc reports required by the agencies, as is true, 
^ ■ other instnutions. nor does it permit effective financial control by complete 

, comparison andjanalysis of expenditiires in relation to budget and planning documents. 

The University has experienced few disaUowances of direct coat's, but cuCrent cognizant 
agency audi^ of tViis and other institutions are raising numerous' and substantial questions 
. frJ.T.Tf They involve controversial issues of fund expenditure 

* lo u7 K ' a"d effort reporting and certification, payments to consultants, late or 
early charges and related matters. 

Indirect cost recovery*'S^J>;op^»sals have been heceiving increased attention in the 
University. The current rate proposal has beeit the subject of extensive audit and 
9"®^^'^"^ t)eiflg raised on a number of major issues, although the 
propesed rate is almost identical.' to that for the previous. year and there has been no 
^ significant change in the research program or University environment. Final determin- 
ation may well be alnntost a year late in its application to 1975-76. 

- , r Th6 University shifted from a rate base of salaries and wages to modified total direct 
costs for fiscal yearl974-75. The change resulted in some shifts in impact on individual 
. contracts and grants, but made no change in the total amount to be recovered. It resulted 
\ lO^ore equitable- assessment of indirect costs and avoided some of the arbitrary effects 
^ of usb of salary and wage base. Although there was some initial opposition, the new rate 
base has operated satisfactorily. 

The academic research community of the University has learned to live with direct cost 
recovery requirements, although there is still some evidejice of opposition to and 
variations in- observance of. time and effort reporting and other paperwork routines. 
Indirect cos^ are a different matter. There is little support for indirect cost policies and ' 
^ • practices This situation is aggravated by University systems oT funding: and financial 
<-* control which do not accommodate the realities of indirect costs. Progress in changing 

these practices is being made, but it has not satisfied the academic community or funding 
agencies. ' ' . . • ' ^ 
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CHAPTER 3. RECENT NATIONAL DEVELOPMENTS IN COST RECOVERY POLICIES 

As an outgrowlh of the developments and conditions described in this report, DHEW has 
taken a series of steps ^hich have had a major impact on cost recovery ^)olicies and^ 
practices. Actual or proposed disallowances arq^becoming widespread, cost recovery pate 
proposals are befng given a thorough review, »and a complete revision of FIVIC 73.8 has 
been proposed ^nd circulated that incorporates fifteen major policy.changes. University 
officials anticipate that^ these revisions would reduce indincct costTecovery by 40% or 
more, without any reduction in the indirect cost burdeiy of the institution. They are 
seeking to have the nvatter reconsidered on a fxa^i basis through GSA, 0 MB, 
Congressional Committees and their own organizations. 

CHAPTER 4. RECOMMENDATIONS . > 

1. Federal-University Relationships 

a. Cost Recovery Policies Must Be Developed in Context Of Overall Federal - 
University Relationsy / Any substantial modification of cost recovjery policies, 
particularly th6se relating to allowable costs and indirect fiost rate determinations, 
should be accomplished within the broader conteft^ of clarification of the basic 
character of Federal -university relationships in research, instruction, and public 
service. This includes resolution of the issue of the ^degree of university cost sharing 
for different Federal-university programs* ' 

b. Li^puLl^ed Number of Fedepal-Uftlversity Arrangements Should Be Prescribed. 
Tederaipuniyersity relationships should4>e based on a priemise that a limited number 
of alternative, arrange m^i^ts; from competitive procLjfem'ent contracting to outright 
institution^^ Individual c^T^roject support for research, instruction and public service 
prograrns"^ is required^ joiaf^desir able ^ Each of these alternatives may well require 
different procass^js fidJ^pplications and proposals; different terms and conditions in 
the agre^riient; ^t^kt degrees of Federal support or institutional cost sharing; 
different pci?lieiefs^fir the degree to which indirect costs should be considered 
recov^t^ble ,and certain direct costs considered allowable;' and different audit and 
evaluation procedures. • . • ' 

c. Basic Federal Agency Requirements Should Be Standardized. JVithin\ach of the 
broad categ'ories of Federal-university relationships that are established. Federal 
agency procedural requirements for direct co^t recovery, advance payments, 
expenditure reporting, number of copies of reports, degree'»of detail for supporting 
documentation, close-out procedures and audit practices should be st.andardized. 
Federal emphasis should be on standardization of Eederal agency practices, rather 
than on attemp'ting to standardize university practices thrpughthe auditing process. 

d. Application of Guidelines for Indirect Cost Recovery Should Be Flexible and 
Equitable, Based on Full Joint Cost Recovery for Research Programs . Effective 
standard, guidelines for indirect cost determinations should be developed for adl 
categpi*ies of these Federal-university, arrangements. Although variations in the 
degree of recovery of these costs may be provided under^some arrangements!, full 
recovery of joint Qosts under Federal research contracts, and grants should be 
auftiorized. These guidelines^should recognize that indirect* and direct costs cannot 
be forc^ into rigid and arbi^trary definitions, but, mus^ reflect need for full 
identification of all indirect costs, based upon an effective joint cost accounting 
approach, which recognizes that cost , classifications' wjll vary under different 
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erganization arrangements, administrative* systems and manageme^ conditions. 
Where joint cosTs are involved, mutually acceptable, equitable methods of. cost 
allocation and 'distribution must be developed that avpid the minutiae, cost and 
obje'ctions ^of complete Xime and effort reporting; detaile^j equipment and space 
utilization and inventory data; and full cost accounting systems. Rather, reliance , 
should be placed on the* use of sensitive, equitable and readily available indicators of 

use and costs. ^ 

* ti 

e. Agency Exceptions Should Be Controlled . Individual agency and specific contract 
and grant exceptions to standardized procedures for these different categories of 
relationships should be strictly controlled. Where exceptions are made, full 
opportunity for appeal by educational institutions to a central staff agency for ah 
impartial review should be permitted. * 

f. No Overall Co^t-Sharing Percentage Limitations Shoulcf Be Imposed . No overall 
agency or government-wide percentage limitations on cost sharing or cost recovery 
should be in'cludedvi legislation or administrative regulations. 

Federal Audit and Negotiation Functions Should Not Be Responsibilities of^mfSing 
Agencies . In view of the inherent conflict of interest involved. Federal f^uhding 
agencie^sfiould not perfor/n the functions of auditing and negotiation of indirect cost 
recovery) rates. A separate organization in the Executive Office^ of the President 
should b^ assigned these functions. " - 

'h. ACerjtral Federal Staff Pdticy. Role Required . An effective policy and leadership 
role on federalruniversity relationships should be established in the Executive Office 
of the iVesident on a continuing basis for cost recovery and indirect cost practices 
and related financial policies.* This staff, preferably in the Office of Managem^t and 
Budget, should . also be responsible for handling appeals from individual agency 
determinations on these matters and from individual agency modifications in 
established standards. i 

( 

University Administration 

a. Universities Should Improve Their Administrative Systems * Universities should, 
where Federal contract and grant operations are significant, develop on modify their 
administrative systems to be more-directly responsive to various standardized Federal 

• cost recovery requirements and models.' ' . ' . ' 

b. Universities Should Emphasize Planning, Management and Financi'al ContfolT ^ 
Greater emphasis should be placed by universities on overall planning, management 
and financial control of contrat^t and grant expenditures, rather than on detailed 
documentation and audit of specific. minor items of expenditure. _ - - 

c. Indir»c:t Costs And Cost Sharing Inform^ation Should Be Integrated Into University 
Administrative Systems . Indirect costs and cost sharing -practi'ces of universities 
should be built inta budgeting and accounting systems so that reliable' data, -can be 
developed on. these items as an integral part of regular financial management and 
control systems that recognize, indirect costs and cost sharing as major items of 
management attention. 
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d. Universities Should Assure That Adequate Fiind<; ^re Included in Current Campus 
Budgetary Allocations To Meet Appropriate Share of Indirect Cgst Obligations . 
Universities^ have a responsibiiitjc to^^ure that adequate funds are reflected in 
current budgetary allocations for departments, organized research units and sup- 
'porting staff offices to meet an appropriate share *of irtdirect cost burdens. Such 
provisions for ♦ current budgetary -allocations are required if th"fese org$inizational 
eleijients of the institutions are to be Bble to carry out their responsibilities for 
siipport and stewardship of Federal contract and grant operations and funds.* 

e. Universities Should Promote Greater Understanding of Cost Recovery and Indirect 
Costing Policies . After universities have taken steps to improve their administrative 
systems and strengthen 'their planning, management, and financial control practices 

- as part of regular administrative systems, a concerted effort should be made- to 
promote faculty understanding ^nd observance of their responsibilities in cost 
recovery and indirect costing operations of universities. . ^ 

I 
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PROPERTY MANAGEMENT 




S U-Mtl A R Y- 



Introduction 



Property managememt functions for the purposes of this r,epo:rt include the^'activi- 
ties performed by the University from receipt throughout its useful life to final 
disposition of mater'iHI, supplies and equipment acquired in connection with 
Federal contracts and gt^ants. This includes proper^ty that is acquired as. 
Government property or as University property but subject to certain reporting, 
use, recovery rights^'or other conditions imposed by the Federal Government. The 
acquisition and procurement of property is covered by a separate impact study 
report^. Lf the prcyperty becomes University property not subject to any further 
Federal requirements, conditions or other restrictions, it is outside the scope 
of this report. 

A substantial proportion of property at UC* San Diego falls within the categories 
of Government property or of University property subject to special Federal ' 
prop'ertx rrtanagement requirements resulting from its being acquired in connection 
with Federal contracts or grants. This is true altfjough 99% of this property 
win eventually become unrestricted Urviversity property or will be us*ed exclu- 
sively by the Univer-sity during the life of the property. These requir^ements 
were found to be quite burdensome on research operations in the academic depart- 
ments, on the equipment management staff, and on other staff offices of the 
University. Their value in the accomplishment of substantive research result^ 
is very limited. Where agencies such as the National Science Foundation end the 
National Institutes of Health have relaxed their controls, the results have been 
beneficial to both the agency and the University. 

Much of the detailed ^genoy regulatrons and provisions of contraots and grants 
relating to property\Tiajj^e<Rent reflect the wording of the Grant Act and Office 
of Management and Budget Circular A-101 which^ refer to "discretiojiary authority" 
to vest title in institutrons "on such terms and conditions as the agency deems 
appropriate". Pending draft revisions of the Federal property management poli- 
cies do not correct this situation. They appear to reffect the General Servicjes 
AdministratiMjxS concerFf with the technical ities^of property management rather 
than with thK,5upport -of research at u-niversit/Tes. 



The specific Federal requirements relating to property management are not only 
volumtnous but reflect a wide variation in the details of tfiese requirements 
among agencies -and within individual agencies for different programs and com- 
ponents of the agency. The extent of the variations is shown in two' tabulations 
of Federal agency requirements when title to property vests in the University and 
when title vests in, the Government. In the latter case, agency variations are ^ 
more extensive than^when title vests in the University. 

The National Instijtutes of Health and the Environmental Protection^Agency have 
accepted the University of California npoperlv management regulations as meeting 
the agency property control system requir^nts , and th.is has resulted in a 
substantial reduction in the administrative burden on the University. 

The conditions under whicM property is, considered nonexpendable are generc^lly the 
same for Feder*al agencies and under the University's property management system. 
Whether, and at what stage of the process, title vest^" in the Government or the 
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University ^is determined by the terms of the contract or grant. Variations in 
the^ specific requirements for property which is under. either title status are 
.numerous. ' If Governgfent property .status is retained, additional requirements 
are involved. Ifg 

The recently is-sued GSA regulations governing excess personal property announce 
a policy encouraging use of excess property in connection with contract and 
grants but irr^pose a number of conditions on use and require retention of title 
in the. Government. Agency implementing procedures have not, as yet, been issued 
but they present t^^ potential for further restrictions on the universities in / 
the management of such property., Excess Government property is not, however / 
a significant factor in UC San Diego research operations. 

II. FEDERAL AGENCY RESjDENT REPRESENTATIVE REQUIJ^EftENTS \ ' 

Some Federal agencies assign a resident representative to institutions to provide 
assistance and expedite actions. Such a representative has been assigned by the 
Office of Naval Research to the UC San -Diego campus, and he has been authorised 
to act as the representative of four other Federal agencies. The resident repre- 
sentative has been authorized to make most of the approvals required by these 
Federal agencies in connection with property management functions. His presence 
on campus has not resulted in .any additional controls by the agencies. 

III. UNIVERSITY OF CAyjo^NIA IMPLEMENTING 
' POLICIES Af yPRjLbUUREl 

The University of California pol icie?»provide for a uniform property jnanagement 
and inventory system throughout a^l campuses which applies to all property owned 

or in custody of the University. The system is designed, to satisfythe re-' 
quirements of the Federal agencies as well as to meet University management needs. 
Primary respfonsibility for property management >s assigned to the principal in- 
vestigator and- to thefcpartment assigned custody with supporting functions- 
ass+gned to the EquipmeTit Management Department. 

I 

Lfniversity-wide regulations do not clarify the problem of recording title in the 
University rfor ^ they outline the specifics of an effective property utilization 
program. Rather, the emphasis is on the mechanics of -the inventory systere. The 
major .deficiencies in the inventory system are the inability to record data on 
funds .used to acquire property if it is identifie<l as University property artd the 
ambiguifies in the coding system used to identify equipment items. Also, the' 
requirement to note .the contract or grant number on the University decal not 
only represents a substantial workload, but it is no-t an effective substitute 
for having this data irv the inventory system. The emphasis on this requirement 
tends to detract from development of an effective property utilization program. 

IV. UNIVERSITY OF CALIFORNIA , SAN DIEGO IMPLE;MENTING 
POLICIES AND PROCEDUREr ~ 

The University of California, San Diego policies and procedures are essentially a 
repetition of the University-wide policies, but they do not resolve the deficien- 
cies noted in the Uhi versity-wide systetn. Also, under the UC San Diego pract.-ices, 
the equipment inventory system does not record the^property as University property 
.even if authorized by the terms of the contract or grant until 'after preparation 
and approval by the .agency of the property reporting lists. Special provisions 
are made for property management responsibilities during contract-^and jrant close- 
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outs and for the transfer of the property if a principal 'investigatt)r transfers 
to 'another institution. 

♦ 

V. RELATIONSHIP O'F FEDERAL PROPERTY MANAGEMENT REQUIREMENTS ' ■. . , 
AND THE UNIVERSITY OF TOWNIA iMg-LEHENTiNG 
POLICIES AND PROCEDURES 

» 

The University of California implementing policies and prpcedures generally 
parallel the Federal property management requirements. There are several areas 
for' which no University implementing 'policies have been issued where Federal 
requirements exist or where, Universoty procedures- are not as strict as agency 
regulations. These matters have be^n resolved at the campus level based on 
working experience with the particular agency. . ^ 

In several areas, particularly the perpetual inventory system for equipment, 
the University system goes beyond the Federal agency requirements to meet its 
^own managementv needs. On the other hand, certain Federal requirements such as 
restrictions on the use ofj^operty or the transfer of title would interfere 
with any effective property utilization program that might be developed by the 
Uj^iversity. 

»VI. jMPACI OF. ThI^ federal AGENCY REQUIREMENTS ON THE \INIVERSITY 

The determination of the impact 6f Federal agency requirements on UC San Diego 
was based on sample studies of the academic departments, research units, the- 
Equipment tianagement Department, the Actounting Office and the Contracts and 
Grants Office. Two statistical studies were m^de. The first of these indicated 
that of the ^7,^71 Miie i^ems* currently 'under Inventory control, over 18% were 
not retorded/as University property and resulted in a 'disproportionately larger 
workload onfehe academic departments, research units atwl staff offices. Further- 
more, if tf>e restrictions on the transfer of title were raised from Jl, 000 to 
$3,000 the number of equipment items subject to Federal restrictions would be 
reduced by 60%. Tliis would represent a substantial savings tm the Federal 
agejFicies ^nd the universities.* ^ 

The second study was an analysis of nonexpendable property acquisitions in cal- 
endar year 1972 and subseq^jent changes of status of these items since that time. 
Out of 2,201 items acquired by UC San Diego in 1972, dnly 3% were Government 
furrvished, but of the items that continued to be in the inventory system as of 
June 30, 1974, only 34% were recorded as University property. Of the remaining 
two-thirds of the items that were not carried as University property, they were 
involved in one or more f^^nd aumber changes which involved considerable paper- 
•'work. . 

The study revealed th^t^he maintenance of awat^eness of, and' compliance with, 
the numerous variations in Federal agency property' management requirements im- 
posed heavy workload burdens throughout the campus. 

Particularly onerous was the impact of the Office" of Economic Opportunity require- 
ments tb^fplaced almost jail ^property in the nonexpenda*l e^category subject to 
inv^tory^control and retained title Jn the Government. Dther requirements tha-t 
were identified as being burdensome i'ncluded: 

Jhe Identification and Decaljng of Government Property 
Restrictions on the Use of Government Property 

^ 33 • 



35 ^ 



WW 

i 



» Receipts for Government Property 

Physical Inventories and Reports 
Disposition of Government Property 

The study revealed that there were situations such*as under the National Scierlte. 
Foundation cjbntract for -Deep* Sea Drilling where the retention of Government 
property status was justified. Under this contract the University is acting as 
a^^^agent for the Federal agency to carry out an agreed upon area of research and 
data gathering. The program operates fairly independen-tly of other Universrty re- 
search and is carried out on agency leased vessels and agency-funded facilities. 

The proposed requirements in^ the draft Federal Management Circular -relating to 
residual inventories of expendable personal property appear to be unduly re- 
strictive particularly since potential abases could be handled through alter- 
native aDDroaches that would be less burdensome on the University. ^ 

VII. RECOMMENDATIONS 

On basis of the analysis and findings of the impact study outlined in^the ear- 
^ 1 ier^chapters of the report, this Chapter provides recor^endations relative to Fed- 
eral requireT.ent^, University of Cali^fornia policies^and proceckjres» and education- 
al institutions generally. . , 

Recommendations Relating to Federal Requirements 

Standardization of Property Management Requirements and Pr^tices 

Representatives of the Federal Government and the educational insti tutions , should 
c6llaborate in the development of a basic policy and detailed statement of stand- 
ardized operating procedures to be followed with respect ^o all a'spjcts of property 
management relating t^ contract and grant operations. , % 

^y ^fe^Stjj)^ of Title to Nonexpendable Per^nal Property * 

A key feature of the standardized Federal property managefnent system should be that 
the title to property acquired by educational rnstitutions with contract or grant 
funds norirally vest in tbe ijistitution upon acquisition without further legal title, 
reporting, use or disposition restrictions. This sen^e policy should^ also apply to 
e)?Cess GovernTent property made'^vailable to educational institutions. Exceptions to 
this policy whereby the Government would retain title should be based upon mutually 
acceptable guidelines, and the specific items of property v/hich are to be treated as 
exceptions to this. policy listed as part of the proposal and award process and spe- 
cifically noted in the award. i 

Control of Expendable Personal Property ■ . ^ 

The propert;y management requirements applicable to expendable personal property 
should be limited to those presently in effect under research agreements to normal 
budgetary, recording of expenditures, and audit procedures. The proposed require- 
ment in the draft Federal Management Circular and the currei^ PHS regulations re- 
lating to residual inventories of expendable personal prop&rty having a total aq- 
' gregate fair market value- of. S500 or more should he dropped, particularly for edu- 
cational institutions with procurement and property management systems meeting min- 
imum reoiiirements. ^ » * 
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JJse of Propei^y ^ ' - 

The individual agency-Krm^tract' and grant re'strictions on the use of property acquir- 
ed under Federal contract or grant operations sho)jld be eliminated.. Rather, reliance 
'Should be placed upon the fact fhat the^acquisition of ^he property was adequately 
justified initially and that a mutually acceptable property utilization program or 
property pooling arrangement had been adopted by the institution. ^ 

Reporting of Nonexpendable Personal\^ Proport'y Acquisitiqns 



able 



iWpractices of NIH and NSF of eliminating reports of the acquisition of Ronexpcnd- 
able personal property' to the funding^agenc3( when the title vests in the educational 
institution should be adopted by all Federal funding agencies. 

Increase in 0MB Circular A-101 and Re lated Federal Agency Restrictions on Acquisi - 
tion, Use, Disnp^itior>, and Recovery Rights of Noifexpendable P ersonal Property from 
il,000 to 537000 . , ^ ^ ' : 

()M& Circular A-lOl and related Federal agewcy restrictions applicable to the acqui- 
sition, use, disposrtion, and-recovery rights of nonexpendable personal property 
With an acquisi ti«on*cost in excess of $1,000 should be amended to increase this 
limitation to $3,000, % . 
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Recommendations Pertaining to University^ of California Polic^ies and Procedures . 
Equipment Inventory Record Sj^stem ^ 

The University of California equipment inventory record systemvshoul d be revised to 
include data on the specific funds used to acquire the property, .at least for the 
length of time that the contract -or grant is active or that the specific fund num- 
ber is valid. These data should be retained in the system even after the title to 
the property is transferred to the University of California, 

Use of Project Fund Numbers 

The Yund numbers assigned to individual contracts and grants should be retained for 
the fife- of the project rather than-te subject to change^each fiscal year, particu- 
larly if tfre agency permits the mstitutions to. carry forward fund balances to the 
next fiscal year. { - 

Property Utilization Program 

The University of 'Sal i forni a should take the lead in developing an effective prop- 
. erty utilization program including arrangements for equipment sharing and'pooling 
Subject to recharges or reimbursement, v/here appropriate. The system should expand 
the equipment *iDventory data system to include information on the actual use of such 
equipment, specific location, title status, uniform coding nomenclature, identifica- 
tion of responsible custodi an'' at the operational level, maintenance schedules, and 
repair information. Utilization csmmittees made up of equipment management, tech- 
nicians and academic department' staff officers should be established to monitor 
operations of the program"Tj An important feature of the system should be to have 
the systCRi operate on a detentral ized basis to accomodate the needs of individual 
ciimpuses and avoid the complexities of the logistics of a centralized^ multi-campus 
system. 
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Univeoity Equipment PolicQpn Decaling 

The University of California equipment iny^ntory policy iltatement requiring that the * . y 
contract or grant number under which the equipment was acquired be noted on the 
identifying decal should be rescinded.. 

r 

4 

Reconynendations Applying to Educational Institutions Generally 

Other educational institutions, to the.exten't that it is feasible to do so, should 

#equest Federal agencies to ado.pt their own institutional property control ^stems 
n lieu of the rrore restrictive individual agency requirements; arrange to take 
title to nonexpcndat^Te personal property upron a.cquisition, and ^velop effective, 
equipment uti 1 ization 'programs involving equipment sharing and pooling and other 
features suggested for the University of California system. - * . " ^ 
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PROPOSAL PREPARATION^/^NEGOTIATION AND AWARD . 
'I. FEDERAL AGENCY REQUIREMENTS 
« * Qeneral Discuss^ion % 

FedQ^'al agency requirements relating to pf^oposaf preparation, negotiation and a- ' 
ward are characterized by the volume of material used- to describe the reqijire- 
ments and t\\e extent of minor variations agency^by agency oh the same basic theme, 
j These conditions Prevail despite th£ fact ,that each agency is seeking the same ba- 

. sic information *bout,the proposed research. 

i ' ' " • 

I Proposal requirements are viewed differently by the administrative persorifiel, by ' 

. the academic 'researchers, and by the scientific or academic administrators. 

Also, thiey ara being applied to a wide range of different types of research pro?^ 
posals. Even the basic termi'hology relating to use of the terms "contract" ViodJ. 
grant has been confusing ^nd not determinative of the nature of the relation- 
^ - ships created between the funding agencies and the un^i vers i ties. 

The relationship of the proposal process to the institutional cormitment that 
eventually emerges Is a matter of increasing concern not only in the proposal 
^stage but also during the negotiation and acceptance stages. The value of roas- 
ter or basic agency agreements is partfcularly evident during these latter stages 
since .they tend to reduce the burden of detailed administrative reviews and nego- 
tiations. Agency debp.1efings in connection with acceptance, or more importantly 
rejections, of proposals are a largely untapped source of management insights for 
both the agencies and the educational institutions. ' . 

• _ _ _ ♦ 

^ * ' Tabulation of Agency Requirements ' * 

fi 

Two tables are presented that summarise twenty-twoAspecific requirement* of nine 
Federal Ifiencjes Involved In the proposal preparation, negotiation and award pro- 
^^^s. These tables document the wide variations in requirements among the Agencies 
on a wide range of elements involved in the proposal process, 

(*» 

Specific Federal Agency Requirements ^ 

Some of thfe Jnique ancf potentially burdensome or otherwise significant require- 
ments of the agencies that were identified during the course of the study involve 
such areas as basic information about the proposal, pravisiohs for pre-proposal 
agency contacts, use^of prescribed agency forms, cost ^\ar1ng, budgetary informa- 
\ tion and .supporting detail, contact requirements, and agVocy review and evaluation 
\ processes. ^A^jiumber of specific agency provisions are of particular significance 
including the step-funding of NASA, the questionable administrative requirements 
, of EPA, and the continuing and expanding relationships between the funding agency 
-and the institution encouraged by the Sea Grant Program of NOAA. 

II. THE UNIVERSITY QF^ CALIFORNIA POLICIES ANQ PROCEDURES 

Basic responsibility in the University of California system for the submission of 
contract and grant proposals is divided among the Boarrd of Regents, the^^f^^sidePit 
of the University and the Chancellor of each campus.* The overwhelming biilk of 
proposal activity is carried out and controlled by the individual thancel Idr^. Ba- 
sic policy^and procedures have been issued in the Policy and Procedye Manual for . 
Contract a nd Grant Adminis^ation which covers such topics as dcademid policy, Uni- 
.versity commitment, cost recovery, cost sh^iring, approval of solicitation, autho- 
rity to submit proposals, and acceptance of contracts and grants. 

I 37 * 
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III. UC SAN DIEGO IMPUMENTING PROCEDURES - — . 

■ ^ 

/ Although UC San Diego is a relatively young dampus except for the Scripps' Insti- 
\ tutlon of, Oceanography,, 1t had 1,643 active contcacts and grants in 1973-74 re- 
nnn^DJcA^ °^ e*^endi tures- for the campus from *^1 sources. NSF, 

uuu, NASA and AEC. are the principal funding agencies, in the order listed, but 
nearl-y all other Federal funding agencies have been or are currently represented. 

UC San Diego implementing procedures 'on proposal preparation and review are s»t 
It the Policy and Procedure ManuaT. All campuj proposals must be processed 

through the Contracts and Grants Offices. Detailed procedures are prescribed for 
preijaration and clearances before approval. A .standard form has been developed 
tor .use vjtiien the agency does not use prescribed forms. Average' clearance time Is 
Inll A days although many proposal s are tl eared in much leSs time to meet 

rlty. ^'h Negotiations- are Coordinated with th£ Office of Contracts and 

nffirl r . ^^Vr^ °^ President. Acceptances are made through the 
tions ^-"'^ '^''^"ts and i^woT^ve careful review of the tenns and condi- 

Different review and clearance procedures are 'observed in the Medical School, 
bcnpps Institution pf Oceanography, and the Main Campus with diff^erent degrees of 
involvement at the Departmental and Dean's or Director's levels Selective 
dissemination of information relating to av^ailable funding sources and other data 
nrim ^° ''^^^^''^^ projects, personnel, facilities, equipment, and research pro- 
VnT.rJl T'T °? Universrty SCRIPT system appears to be of 

interest and potential value to research peVsonnel . 

IV. IMPAa STUDIES^ON THi^^ 

' ollirPmpnJl 'lH'^l? °? "'^P'^' °^ ^^^eral contract and grant re- 

^S^nT H f ^° preparation, negotiation and award were based on a 

standard set of questions addressed toadministrative and research personnel in 
twenty academic departments or organized research units. This was supplemented 
by interviews and analyses In various campus staff offic'qs involved ^n the propo- 

nnnr^nh I fr""'^ ^'"P"' ' ^'^^'"^ ' ^^^^PP^ Institution of Ocea- 

nography were Squally represented in the* sample. " - - 

To a large degree the University requirements in connection with the proposal pro- 
cess are a direct reflection or implementations of Federal- agency requirements 
fn^.n^-'' ^""^ introduced in the process, but they are related to the'need 

for appropriate institutiona? commitment to the proposal. There are some reviews-, 
soch -^s those that relate to the number of, research' assistants being funded, which 
are imposed in the interests of the educational program of the University These 
reviews are relatively minor in cost and impact. - versny. inese^^ 

A^significant number of findings are set forth 'in' the repbrt covering such matters 

■ -the commitment by staff to process proposals to mefet agency and University 
requirements. - _ ^ j 

-the wide range of minor variations among agency requirements wb=^h do not 
represent an overwhelming problem to individual investigators. 

ihat aJrisef °^ proposals submitted and research agreements' 
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-t^e limited review of the substance of. research pro))osals in the- review ^ 
process^ - ' v 4 . . 

-the negattV^\e<fects of agency, requirements th§t ask for too detailed 
supporting dat^^ too explicit research methods and results. 

'-the interrelationship of private and Governmental support in proposal 
development. * ' , A 

-tKe frequent neglect of technical and administrative support provisions and 
mflinagement need-S in proposals. 



'-the advantages of continuing personalPPltationships between the. principal'^ 
investf^tor and*funding agency personnel. . 

^ -the need for a selective dissemination system on funding agency annouh^ 
ments, campus research capabilities, and related information for inve^tii 

, • ^T' '^-''^ ■ * . ' ' /-■■•^'^ 

rthe^ special management alftl adtnint^tr^itive support requirements of la)^- 
scal e managed .appl led, research' proposal s 

^ -evaluations. of the relation^tps' betwefenvinvesti^jdtors and* specific funding 
argencles. ^ \ ' * 

♦ the ne^d for specialized contract and^grant assistanceT fn the*^chool of A 
Medicine. ' '-v^.^-x ^ \ . \ 

In addition to these general obs^mt4^fT?7tf\e, repbrt\discusses the Issije of ttie 
impact of these requirements on research management in\tems of the following fac- 

Cost and Effort Information on 'the moi]etary cost and time and'effort of. the ^\ 
Injtial proposal preparation at the investigator levefl and the subsequent pro- 
cessing, review, Jiegptiaf Ion and award lare set fferth/for a- number of different 
situations. Ho total dollar cl^t figurfeiL areyefv.aiJ^^ bUt ifCe amount is sub- 
stantial and'mlist be considered in ,f«rUdb the\nearly 7,000 proposals in 
1575^74 which resulted* iji; $267 millij^ i4^ards. TW' problems, of funding this 
substantial cost are also outlined. Federrfkig^ncie^ §eldom specifically fund 
such costs directly -aTthough they may do ^^sjlndirectr 

Delays While considerable periods, of time may be involved (n meeting University 
or Federal agency rfequir^emShts , the resulting delays seldoDLif ever result in 
not, meeting, agency deadlines. However, the 6-8-10 months) o^more requi red 'for, 
agency processing does, presenl^ serious protrlems to the*Uiiiversi ty, particularly 
, s1,nce moaA Federal Yunding-is on a year-to-year basis. \No relief app^ears to.be 
in sijtit. Some of ttje University review teq^uirements art discussejl in detail. ^ 
and, the potential dangers involved in their arbitrary enforcement^re-highl ighted. 

Introduction. cff Conflict) Some of the numeVous areas of potential conflict be- 
tw^en funding agencies and the .University-academic world art^between trie academic 
a(jd administrative staffs of the University areMdentifiad. TT^^sc^pfffnted 
out that these same' areas represent' opportunities for cooperation. There does 
rm/appe|!r to. be Tiny simple, one-time solutions-^tp these numerous potential areas 
6f conflict, but the University, "both v^ith respect to its own internal conflicting 
forces and tr\.1ts relationships with Federal agencies, must maintain an atmosphere 
of open interaction iji which th^^e problem "areas can be rfesolved or tempered before 



they arcelerate to a "serious level 



tnt?odu'ct1on'"of con?1 jc?^"^)hpJ'/^fK^^^'^^"^"^ '''''' '''''^ ^^e discussion of. 
qear i?L f tn .^n^t lo • r f 3^ question of wfiother the University should 
gear itse f to sho{-t-tenn mission Rented research and public service proiectfs 

^-standardized Requirement. There is a serious problem in the di.erqence In 
5g-ency proMal requ'irements on 4 „lde-rang.e of detailed itens The molrSote 
"re 0° ZllV.", '"'■'■^P"-'- The-ari'atioJs a e n a Sajo 

?3'?So;r " " En^ eS 

^ "i{?tj;i::i^{e''a-i ? - 5 *Ht - 
.de.,a,io'nrb;?;^,;i5i!?'i^^;jierie"o;e s=:r:?:rs=i?f:c°jr 

tii?TS5^sib??ll?e?°fJt;n<Son '^--^e extensive record 

agency requirment thlsl aJ^'rarr L "''"/"""^ Proposals and awards to meet 

■ V. eONCLUSIONS AND BECOHHENtlATIONS ' 
Fedei^l_ Agency - tnstl tut tonal Relationsliips- 
E^'s^^^Tsflfg^g^^ proposal formats 

Jo"?y':nT::i?p-c"zsLS!Pf F"\V^ 

in L E«c„t?;7of?™ro"t'ie°'pr:s1dL\"o"n'tS:;\a'S;":'"' 4°^^ " 
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Multiple Year Funding Multiple "year "funding > ste(J' funding "of research pro- 
jects at educational institutions be encouraged as a matter-of national policy to 
'"^!^^'"S^.!° e<^»^cational programs, academic requirements and admini- 
strative needs of the universities. 

• •■- .- \ 

Extended Ihe of Basic or Master Agreements - The use of basic or master agreements 
Should be extended to cover all major Federal funding agencies supporting educa- 
tional institutions with a significant number. of researcti agreements.' 

Funding of Proposal Prep aration Costs Federal funding agencies should recognize 
and make specific provfsion for the funding of costs of preparing research propo- 
sals for the more complex research projects preferably as direct "costs subject 
to reimbursement or, .alternatively., as an element .in the indirect cost recovery 
computations for educational Institutions 

Specific Proposal Requirement Problem Areas ^ ' ' " ^ 

Support Data Requirements for detailed support data* of budget estimates be 
imited to m^jor expense items (over $2,500) Ihat depart substantially 
. {db% or more.) from normal .operating levels of expenditures by the institution 
and are subject to reasonable and detailed forecasts. 

Duplicate Budget Data The requirements for dupl icate' budgetary data deve- 
i^cA M°c activity or program categories in connection with NIH. ' 

NASA. U.S. Air Force contracts 'and the NCAA Sea ^rant.. Program be eliminated. 

EPA, Special Requirements The questions raised by the University of Califor- 
nia and the>Committee of Government Relations of NACUBO on the EPA interim 
grant regulations. of November 27, 1971 , and on* pr'ovisions in subsequent re- 
search agreements relating to such matters as cost sharing, .acceptance of 
^ grant conditions at the proposal stage, special tljne and effort reporting 
provisions, right of termination, changes in scope of work, provisions for 
property management, and Insurance coverage should be resolved through coope, 
, rative negotiations. ' ^ , - a f 

Equipment Certificatioa arid Percent of;^frrt Requirem ents The special re- 
quirements of ALL and ONR/for a certifFation in connection with equipment 
'purchased and of ONR, I^C, NASA and Air Force relating to the special docu- 
ircntation of percentage oT effort of investigators devoted to the project be 
eliminated, and the underlying problems of propert«<management and fime com- 
mitment to the research project be specifically identified and resolved oh a 
broader basis. . . - . t 

Institutional and University of CaliforniV 
Policies and Practices "^"^ 



Selective PfkEmirration of Resear^ Opportunity Information and ReUted 
^antUTego and other educational institutions with significant 
research interests^evelop or utilize automate.d selective dissemination sys- 
tems for distributing announcements of re^eir0 opporttioi ties and -related 
legislative, Cpngressional and- agency materials from both governmental and 
private sources to individual members of the faculty and other research person- 
nel. Such a system could also be expanded to exchange information within the 
research community of the Institution on on-ooinj research interest and capa- 
'bilities. aid. in the development of interdisciplinary research proposals, and 
provide informatTon on the availability'af. special services,' unique items of 



-^equlpment and ^speclalued Uies that ma/ be of interest to other re- 
search persOTfjel. - ^" . *' 

'• uT'"!l^i'^^T^'''' ^''"'"^ ' ^""^ ^^^^"^^'°"^^^^ '^"^°P°sa>l PrncP.. At the 
comolP ■ P^pf r"''" consi^ration is being given to the development of a 
complex research proposal . Arrangements b^e made for active participation In 
h project planning process by selected campus interests to assure a ba- 
lanced concern of academic-research and adn>i ni strati ve-managemer>t interests 

J ^ Se aS eei r>lI''IL°I ''''''' subsequenradmfnJstr ? 

^Lnn ^^"^^^"^^ f^5"rch proposals that are- more routine in character 

a^ce;ior'a'^d^'^t;rS?J-'"''^'rr^'" <^^P^rt.ent or school, the ??nce of 
wifK ■i!^^ °^ Contracts and Grants to assure comnliance 



■ ----- -""/a!:^L^';^']^;;^ : 

*Since this report-was written, a new rpdr^ft nf FMr 7c ' -i . • ' c> 
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nately. this redraft ^has provisions -for a number of exceptions- ^nc^ falls ccnii- 
derably short. of the recomneDdations set forth in this report. Before final 
issuance of the Circular, further discussions with selected university represen- 
tatives along the lines, suggested by this^ report would be helpful. There should -> 
also be a finn Commitment by the funding agencies that they would use the stan- 
dard fo mis ^nd instructions. Any exceptions should be subject to- advance nego-' 
tiations with the educational institutions as well as approval by GSA. '- '"' 
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THE PHEW REQUIREMEN-fs FOR THE PROTECTION 
OF HUMAN SUBJECTS : ^ • 
ANALYSIS AND IMPACT ATrfHE - 
UNIVERSITY of' CALIFORNIA. BERKELEY 



r - 
* ■ V 
t • 



SUMMARY 



I AND II . BACKGROUND AND IMPLEMENTATION OF THE REQUIREMENTS 

The. fundamental DHEW requirement is that no grant or contract Involving human 
subjects win be made unless the research design has been reviewed and approved 
by an institutional review committee composed of research professionals. 
Chapters I and II of the report provide the background 4n this requirement and 
describe the Berkeley campus policy and.-process for implementation of the require- 
ment. ' • 



III . IMPACT OF THE DHEW REQUIREMENTS 



Benefits 



The direct and indirect benef its^hich have been identified and analyzed at 
Berkeley include the" following : 



1. Projection wh^'ch results from cormnittee review;^ 

2. Protection which results from a general campus consciousness raising; 

3. The development of a group of professional s , with special knowledge in 
protecting human subjects; ' 

4. The development of a collection of case histories on the ethical consider- 
ations and research procedures for protecting human subjects; and 

o 

5. The. protection. of the University against bad public relations and legal 
action. 



Costs 

% — ■- ' • ■ 

The di recti and Indirect costs identified and analyzed include the following: 
^ 1. The financial costs; 

V 

2. *, Th6 negative effects on fiesearch of the informed consent requirement; 

3. The threat to academic freedorrr; * 

4. The negative effects *on the direcp'on of research; 
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"S. Delays; and ^ • ' 

6. The distraction of the researcheV from his primary task. 

. . Other Impacts of the Requirements 

'* 

The requirements created a major controversy over the concept of social risk at 
Berkeley. This controversyTs described and analyzed. 

. il- ' BASIC PRINCIPLES OF AN IDEAL SET OF REQUIREMENTS 

This chapter discusses basic principles i^elevant.to any/further revisions in the 
DHEW requirements and to any new set of requirements ifsued by, any other govern- 
ment agency. The principles include the following: ^ 

1. Self responsibility of the researcher; 

2. , Loea^^eer group review; 

3. A simple administrative procedure to clear minor risks; 

4. Emphasis on the positive benefits of h^man subject research; 

5. Minimization of the dangers of Centralized control' and government censor- 
ship; 

6. Emphasis on the importance of academic freedosi; 

7. Provision for a waiver of written informed consent; 

' t 

8. Avoidance' of heavy acldifignaf procedures. for clearing vulnerable subject 
^expenmen-tatibn;' 

9. Elimination of any requirement for xompl eted ifisti tutional review before 
a proposal is submitted for'federal fundjng; and 

^ ^' 

10. ^rovisipn for rotating memE)ership on the institutional review committee. 
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« V. JMPROVEMENT IN THE CAMPUS PROCESS FOR PROTECTING HUMAN SUBJECTS 

This chapter difcusses ^ new process developed by the Berkeley campus for clew- 
ing non-DHEW funded, human subject research. 
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' TIME AND EFFORT REPORTING 



SUffllARY 



t 



INTRODUCTION 



UCSEhpayrol Is over 3,000 employees 'each month of wt^ch one. half receive all 'or part 
of their salary from contract and grant funds. These payments totaled oyer S20 mil- 
lion in 1972-73 and affected operations in more than 50 campus departments and re- 
search units. " * ' . 

Pffice of Management and Budget (0MB) Circular A-2;i Rev. (reissued as Federal Man- 
agement Circular (FMC) 73-8) esta^bl ishes Federal contract and grant requirements for 
time and effort reporting. 

No addit-ional or supplementary requirements* are imposed by- individual funding 
agencies. ' ' * 

Annual manpower surveys required by National Institutes of^Health (NIH), National 
Science Foundation (NSf^), National" Aeronautics and Space Administration (NASA) and 
other agencies are excluded from' this analysis. 

I.- FEDERAL REQUIREMENTS . * ' 

^Allowable personal services costs must be reasonable and conform to established 
^ institutional policy consistently appliea and ardequately supported. 

Personal -services costs must be'based on institutional payrolls appropriately 
documented. ' ' 

Stipulated salary support is authorized but generally not used by the University of 
California. 

Direct charges of'academic salaries must be based upon institutional salary systems 
supported by: 

a. adequate appointment and workload distribution system and accompanied 
by monthly reviews by responsible officials and a report of any signif- 
icant changes, or . » . * 

b. - a monthly "after-the-fact" cef^t4f ication by departmental chairmen of 

the distribution of effort of in^-ividual academics. 

Direct charges for salaries and wages of non-professionals must be supported by 
time and attendance and payroll distribution records. 

The Fair Labor Standards Act of 1938- imposes positive time ^^porting requirements on 
non-exempt employees of educational institutions (80% of tot^l .staff employees). 

.II. UNIVERSITY OF xCALIFORNIAHMPL'EMENTING POLICIES A|)D ?^0CEDURES 

In general, the University relies ujjon the payroll sys/€m and normal docum^tation 
supplemented by a monthly "after-t/ie^^ct" review of /Workload distribution .by a 
responsible official for academic persdnnel. ^ < 

- Positive reporting of time and effort is r%'quire<H of all staff employees funded 
''^from Federal contracts and grants. \ ^ 

— 77 
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III. UNIVERSITY OF CALIFORNIA>SAN DIEG O IMPLEMENTING PROCEDURES 

The Umversity^of Calflfprma, San Diego policy and procedures mantlial ^ets forth the 
following requirements^ 

a. Accurate attendance records are required for all staff employees and 
academic employees eligible to accrue vacation/sick benefits. ' 

b. Employees' tim$ records are' maintained for, all staff employees any 
/ portion of whou^lary or wage costs are charged directly to a 

/ Federal contract oK grant. 



* c , 



Payroll Time Sheets and special payrolls are the mechanisms used to 
pay general assistance employees. 

d. All payroll documents must be retained in departtnenial files for ten 
years or longer in accordance with award requirements. 

IV. RELATIONSHIP OF FEDERAL TIME AND EFFORT REPORTING REQUIREMENTS 
AND UNIVERSITY IMPLEMENT I Nr ^OLinES AN OTODURES '' . 

There is a significant relationship between Federal time and effort reporting 
requirements, the Fair Labor Standards Act of 1938 and the University policies and 
procedures. . * ^ . ^ ^ 

Without any requirements in Federal contracts and grants/ the University would 
have had to develop a system of positive time recording for most staff efnployees 
and a basis for allocation of the time of academics and exempt staff efnployees to 
various contracj^s and grants and leave status. 

The, formal review and certification by the departmental chairman of the workload 
distribution of academics to specific projects represents an additional requirerent." 

The Federal contract ^nd grant requirements reinforce th^ need for positive time 
reporting and records for payroll distribution of salary costs-. These requirements 
apply to exempt as well as non-exempt staff employees. 

V. ^ IMPACT STUDIES OF THE FEDERAL ^ 
HME f^iP EFFORT REPORTING REQUIREMENTS 

, IndfvidL^al- - Departmental Analyses 

Eight research units and academic'departments were included in the sample for the 
UC San Diego campus. They w^re: . * " 

tiarine Physical Laboratory 
Marine Facilities 
Marine Biology Research Division 
Applied Physics and Information Systems 
Physics Department 
' Chemistry Department ) 
Medicine Department * * j 

Radiology Department ' 

The surveys of the sample departments revealed observance of the Pgderal requirements 
but considerable variation in detailed procedures at the departmental level and lim- 
ited observance of some of-the additional local campgs requirements. 

48 



i.9 



Tlie Offices of Contracts ancK Grants, Accounting .and Staff Personnel, both in the ^ 
Office of the President' and the campus level, were involved in policy and procedure 
as wen as specif ic* operating aspects of time ancj effort reporting. The only 
identifiable costs were those required in connection with internal audits by the 
General Accounting Division of the .Accounting OffKe of 1/4 FTE a year at a annual 
cost of $4,000. 

General Findings of ^^he Impact Studies , ' 

Direct costs in individual unit^ are nominal but when aggregated for the enttre 
University might .total $500,000. However, modification or elimination of the con- 
tract and grant requirements wou.ld not reduce the University's pperating costs 
materially. / 

, Del ays This requirement does no* involve any significant delays in processing 
contracts oV-^grants nor in the carry.ing out of the research effort, although* 
it may result vn son^e delays in payments or final close-out. These delays do 
not appear to be significant. , 

Time and Effort - Widespread time and effort is required at numerous points wltiiin 
tlie University fo comply with this requirement, but within each unit the amount is 
nominal . 

Introduction of Conflict - The time and effort reporting requirement uitroducel a 
potential ele^^-ent Qf confl'ict for both staTf and academic employees. While the 
,capfJict IS fairly low-key, it contributes to the gap between the administrative 
and academic-research worlds of the University. * 

Non-Stahdard Requirements - The requirements in thi^ area are standard as set forth 
in 0MB CiryfTar A-21 Rev. Reference to this source in agerlcy requlations would be'^ 
helpful . . \ K. 

Academic Issues - In additioa^to the introduction of conflict issues discussed . 
above, the requirement does involve the p*otential for serious- academic objections 
due to the practical difficulties in assigning 'tinle and effort to specific activi- 
ties and, more significantly, to the implications of such reporting to the pro- 
fessional status of the academic staff. 

'' Record Keeping - Two aspects of record keeping merit attention: (1) the record 
Jcee^'ing involved in time and effort reporting for staff employees is becoming in- * 
creftingly burdensome and" (2) the* 10-year record retention requirement is costly 
and appears excessive. ^ 

VI. CONCLUSIONS AND RECOMJIEnWtIONS'*' 



Conclusions 



Minor Cost Element 



The direct and indirect costs.of positi^ve time reporting for staff employees ind 
"af ter-»the-fiQt*' review and certification of distribution of effort of academic 
•employees involves a minor cost for each Uni versi ty employee financed from 
these funds all^hough the aggregate represents a substantial sum. flowever, these 
costs result as much from the University's own administrative requirements and 
the requirements of the Fair Labor Standards Act as from those prescribed in 
Federal contracts and grants. The costs would not be substantially reduced by 
modification or even elimination of the latter. 
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^ irrie and Effort Reporting aVid Mul tiple-Source Funding 

Administrative problems that result from- time ^nd effort reporting are mtpimal when 
the salariies and wtfrk effert are related to a single Federal Contract and grant. 
Administr\five difficulties develop when Federal contract and grant activities are 
multi-source funded and constitute the primary sources pf funds for the unit. Under 
these conditions the following factors tend to make the time and effort reporting 
requirements particularly burdensome*: 

-A substanti,al percentage, up to 30% in some instances, of the total direct ' 
charged salaries in contract research units is for technical -and adminis- 
trative support personnel. The efforts of th^se employees are not readily 
identifiable with 'individual res'eSrrch contracts and-^their salaries might 
appear to be appropriately funded asVindirect costs. 



-The University of California payroll system was not designed to accom- 
modate the complexities of- mul ti-funded employees within the time schedule 
of the system. To avoid the burdensome paperwork in the research depart- 
ments and the Personnel or Accounting Offices, numerous practical accom- 
modationsjin the procedures for the coasting of salaries have developed, 

-Federal contract and grant funding is based on a by-product or incremental 
"HQ^ accounting concept with Federal support shifting away from general 

ins>!tutional support to funding of a larger number of specific projects. 

Because of this trend, it is increasingly difficult for universities to 

adhere to specific time and effort 'reporting ret;tiirements for the funding * 

of general technical and administrative type positions, 

<' 

-Academic-research supervisors', while expecting a full eight hour day and 
forty hour work week from staff efflployees, place a low value on positive 
time reporting and regular working hours for themselves and their staff 
employees and ofterr reflect thi^s in their administrative practices. 

Stipulated Salaries ^ - 

The stipulated salaried alternative for academic salary payments does not appear to 
be subject to modifications that would rullce it generally acceptable to the univer- 
sities as a viable alternative for present procedures. It also does not appear 
feasit^le to extend this alternative to staff employees in v^iew of other legal 
requirements and rrjanagement ^nsiderations . 

• \ 
Potential Con^fTict in Administrative and Academic 

Enforcement of time and effort reporting requirement^ must be darefully balanced 
against the sensitive professional and personal issues tha^ are involved, and the 
basic role of research in the university's progr'am. Unilateral development of 

^administrative regulations and the arbitrary enforcement of their minutiae beyond 
iihe point of reality can set the stage for disregard of even reasonable requirements 
and lead to unnecessary confrontations. Failure of academic personnel to understand 
and cooperate in th^ achievement of reasonable controls and to recognize a public ,^ 
trust responsibil ity in the expenditure of public funds can result in equally serious 

. political and administrative reactions. The answer lies in restraint, reasonableness, 
understanding and cooperation by both parties, and a mutual effort to reduce the gap 
in attitude! and value systems of administrative and research personnel, 
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Recommendations 



Federal Agency 

Administrative Approval of Certifications ^ . , 

The monthly "after-the-fact" certification requirements of OMD Circular A-21 Rev. 
and those of the University should be modified to provide more leeway to^ campus 
administrators to delegate authority to responsible administrative officials 
Other than the departmental chairman or equivalent academic officials to make the 
certif icatiorts. 

Publication of Requirements 

The standard government-wide requirements that appjy to- all Federal contract and 
grant operations, such as 0MB Circu1ar^A-21 Rev. , "should 'te issued in a st^le, 
source document rather than reissued in duplicate wording in individual agency' , 
regulations'. The Federal Procurement Regulations might well serve as, this single 
source document. Implementation of this recomnendation may be feasible under the * 
recent .reorganization of the Office of Management and Budget which placed ^nost of 
the Federal assistance management programs within the General Services Administra- 
tion, an agency which has a well established system of regulations. This is only 
one aspect of the more general problem of , developing simpler and more authoritative 
documentation of agency requirements with an effective system of access for the ' 
many offices on campus requiring this information. 

Cost DistributfPn of Direct Charges for Salaries and Wages 

Federal requirements and the University implementing procedure^ should be modified, 
particularly with respect to multi-Sotirce funded positiojis, fo separate the payroll 
and cost distribution procedures. The former ^ould be handled through a clearing 
account based on daily attendance and hours of work reports. Labor cost distri- 
bution^ on the other hand, could be based on one or more of the alternatives of 
work orders, specific hours worked, {as is expected under current policies in 0MB 
Circular A-^bBev.), percentages of time over the reportirfg period-,- orothj^r appro- 
priate facto^ as determined by working conditions. In all cases, review and 
approval of cost distribution by a responsible person fam'iliar with the work 
situation should be required for each pay period, and the basis for the. distribu- 
tion be a matter of record. Close coordinalTion in the documentation of these two 
records should also be reflected in the^^ystem. This system would be particularly 
appropriate for administrative and technical support positions that must be 
financed as direct charges but whose services are not readily identifiable with 
a small number of individual contracts or grants. However, in the interests 'of 
Uniformity, the system could be extended to all contract and grant employees. 

♦ ' Institutional Recommendation 

Institutional Management Policy 

On the basis of this study of time and effort reporting requirements and practices, 
including those of Federal 'agencies, it is apparent that the management and faculty 
of educational institutions should give increased attention to this area of opera- 
tions. Potentially serious problems are being identified as a result of deficien- 
cies in the basic documentation of time and**effort of both academic and staff 
personnel 'and in the systems used to distribute and verify these costs on a real- ^ 
Istic basis. These areas db represent complex administrative- issues particularly 
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where research i$ funded from multiple 'sources and integrated with teaching and 
public service programs. Further complications flow from ,the apathy or even 
negative attitudes of the university personnel directly involved. The acceptance 
of Federal contract and grant funds involves a commitment of time and effort and 
its systematic reporting, distribution and verification. The institution must 
reflect this commitment in its planning and systems operations to a degree that 
may well represent a substantial departure from the traditional universi ty, opera- 
ting style oi^value system on admini strati v,e matters. 

University erf Cal tfornia Reconmendations 
Changes in University of California Regulations 

» * 

The following recommendations are directed at improving University of California 
implementation of time and effort reporting reqtrn^ents: 

-The new payroll procedures currently being developed should reflect the 
need to charge salaries and wages to a number of different fund accounts 
for individual employees on a ff;equently changing bas>s without extensive 
' personnel- actions, paperwork or^'payroll corrections. 

-Requirements for retention of payroll support documents and certifications 
^of academic listings should be reduced from 10 years to 5 years, unless 
a longer time.fs set forth* in the agency award requirements. This change 
would make the retention requirement consistent with other University 
records retention periods. It would also result in substantial savings 
in record retention costs. 

-The Offices of Accounting and Staff Perjfriel should'be cTosely coordinated 
in training, audit programs, and the issuance of instructions Involving 
time and effort reporting, payroll and personnel policies. 

-The detailed instructions for tijne and effort reporting and related 
^payroll procedures at the departmental level should be standardized 
campus^wide with authorized alternative procedures for those situations 
involving multi-Junded positions, personnel at sea, personnel at remote 
locations, or other unusual conditions. These instructions should be 
developed in close cooperation with representati\tes of the academic 
departments and should be implemented through a campus-wide training 
effort. 

-The UC San Diego campus requirement that deviations from the work sche- 
I dule, i.e., reporting late for work, be reported as tardiness and makeup 
time should be eliJninated as long as the employee works eight hours each 
day and forty hours each week. 

-In those ^instances where the time of employees is charged to individual 
^ contracts' and grants on the basis of approximations made by reasonable 

• methods as authorized by the 0MB Circular, the basis for the ^approximation 
should be a matter of record in the department and updated or verified as 
to its validity each month. 

•-The payroll listings used to support the after-the-fact certifications of 
the distribution of effort of individual academics, should also include 
data on effort of individual staff employees charged to that contract or 
^ grant to provide a full picture of salary and wage charges. 
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APPENDIX A 



, ' ^ , Impact £lefnd?^ts^nd^elected Agencies * . 

Impact Elements : V'^ The following are thos/ aaeas of potential injpAct used 
. ' ' * by *he K!VtIF staff- in analytlhg each of the ?ed€?ral reqiiire- 

* r \ areas'. ^ \ 

Benefits which may accrue to the University in implementing 



.Benefit^ 
. Cgst: 

DelaVsV 



a Federal rMuir^nfept 
\ ^ > 
Identifiable* dollar costs^f ac.* 
\ ment by .various University uni 
^ sible for cShnplian^e 



iquirem^nts fulfill- 
indivrduals respon- 



Introduction of : 
S Conflixjt 



Non-S'tand^d Re : 
quiremerits . 

^ Jk^ord 'Keeping : 



Time and 




Delay, for example, in the research effgrt due' to t-he 
need for obtaining clearances required by various slgencies 
(and within th| University to the extent that t*ikprocess 
is caused by^ agency requirement); ^elay in payments 
for reimblirsemeot of University working capitaiused to 
^ fund contract and grant activfty; delay in the prollfcsing 
of documents. > i 

' . - ^ 

Policies, pfocedures and requirenjents introduced ftito 
ttie Univ^ity's environment which are .divergent from , / 
t*he horma^^ode of University operations and w>iich ma/^ 
cause turbulence either between elements of the Univgr- 
' sity Of between the University and an outside agency. 
Academic issues are also examined jn this category. 

Vafiations among the requirements of Federal agencies 
• in the same area, such as reporting, recording properly 
or obtaining pridbapprovals.' " ^ 

« Requirements for a variety of records, suc^ as detail » 
"of reeords tat»e kept^,manner of recorjlinR and time limit- 
.jjtipng. ^ ^' * & , r - • 

Time of campts personnel ins^arryin^ out a requirement^ . 
t9t example, meetings of campus Human §jjbjects Committee, 
Jtime^to prepare proposals," or time4e-prepare detailed * 
progress reports.of projects. . 

^ ' 'A ) 
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Agencies ; 



. APPENDIX A (conUdX- ** 
Impact Elements and Selected Agencies 



The following Federal sponsoring agencies are Included 
in the impadt studies: 

(1) Atomic Energy Commission* ' 

(2) EnVlron^ier]^l Protection Agency 

(3) National Aeronautics and Space Administration 

(4) ^National Institute. of Education - 

(5) National Ins\itute& of Health 

(6) National Oceanic an^ Atmospheric Administration 

(7) National Science inundation 

(8) • Office of Naval Research 

(9) United States Air Force 
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WFJBFuiFyJ, 1975 the Atomic Energy Com\i^ion became the Energy Resource 
• and Devclcurtent Age;icy. For purposes of this>port, Federal requirements 

pertaining rasUje AEC and discussed in the impactltudies will be those In 

eff.ect bef(*e the above changeover .date. 
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- : APPENDIX B 

Desep^tionof^IVfajor Federal Reqiu^^efl^ent Areag 



The foDowing is a de^r^ption of the majtr Federal req'uiremeijt areas considered for study 
by the RMIP staff; Nine areas (indicated by an asterisk) were s€let!ted.for;in-<1ept^h study. 
The studies provide an analysis of the impact certain Federal reqiiirem'ent^ impose on an 
mstl^jition as a result of accepting^ Federal contracts and gtahts. 

Federal Req ui re m ent^Areas: 

Affirmative Action : Actions which must be taken to dchteve the goals of t^ie 
Federal Equal Employment Opportunity program; include: 1) recordkeeping; 2) 
determination of patterns; 3) goal setting; ^4) recruitment of minorities and 
women;,; 5) special training; 6) affirmative action commimttee operations; 7) 
specialr^^taff, such as coordinators; 8) continuing review and reporting to 
manag^cbent on goal achievement % 

.♦Cash EK>w : Maintaining the cash flow for FederaUy funded projects, which' 
Tindiudes letters of credit-, advance by Treasury check, or reimbursement J3y 
Tim^ur^ check. ^ .^jf 

Consultants : Proc^ure^ which must t>e foltowed in the utilization of bpth iff- 
temal and externarcqnsultant funded by research project sourcesc include: 1) 
assuring compliance with.ag^ncy restrictions on use of internal consultants; 2) 
justifiytion ia proposals for use pf particular persons selectedils consultants and * 
♦ .-am.oilnfs of fees; 3) procedures to comply with agency requirements posts; 5) 
•deteitoination of whether speciTic arrangement should be treated as a consulting 
contact or employee'statos. ^ — ^ . 

♦C^t>ReQovecy : Procedures necessary to document and d^onstrate direct and 
^ indirect . costs rising under • Federal projects so as to recover costs for the 
institution. The t)rocedures include: 1) accumulation of data, development /of 
proposal and negotiation of indirect cost rates: 2) accumulation of data, 
development of proposal and n€fg:o(iation of computer rates; % application of 
, indireijt cost rates; 4) inipact of the GASB; 5) negotiation of Patient Care .Cst 
Recovery Rates. 

Cost Sharing ^ Actions which must be taken to /Comply with policies regiwring 
\^ institutions to contribute a cectain portion of project costs. Those. \^tions 
iftclude: D-^iyftg methods for making the contribution, either through salaries 
of facyUxjflir^y foregoing indirect costs; 2) maintenancje of records required*to 
" v^.^estatfish sharing; 3) negotiation of agreements with agencies, either institutional 
' ' ; individual; 4) audit of evfdence of compliance; 5) preparation of final reports, 

ETugronmental Impact : Actions taken to meet Federal and State Legislation 
reqijIyQg environmental impact studies concerning land Ose planning prior to 
conflfruction. Th^ actions include the preparation and processing of environ- 
^ mental impact studies and reports. ' ^ 



* APPENDIX B (conW) , ' 

Description of Major.Fcderal Requirernent \reas 

♦Financial Management : Budgeting, accounting and detefmination of allowable costs. 
These actions encompass: 1) expenditure limitations; 2^) submission of financial reports; 3) 
rebudgeting, inclufTing program and budget deviations; 4) recor^d.keeping; 5) close-out of 
project, ' ' . ' 

♦Health and Safety : Procedures to assure a healthful aj)d safe environment in areas under 
campus jurisdiction for students, faculty, staff and the general publi'c, and to minimize 
loss of people power, facilities and money. The area encompasses: 1) OSHA requirements; 
2) radiation and biological haz^ds; 3)^^*a^ disposal; .4) air and water pollution; 5) 
equipment safety; 6) fire and ex^osion safety.* ^ ' * 

♦Human Subjects Protection : The process of assuring the protection gf human beings at 
risk in research projects including physical, social and psj/chologica\ risks.- The process 
includes: 1) review of proposals for human subject utilization; 2) writing protop<jt7^) 
operations of the Human Subjects Committee including study of protocols, revie\f and 
approval of protocols, record keeping, educating and' consulting with the dampus, 

"continuing review of project opefjitions, principal investigator's adherence ta required 
standards; 4) use of Consent Forms by the principal investigator and audits by Cflfmmittee, 

Inventions and Patents : Resolution of the interests of thf rescarcl^r, institution, agenc^ 
and pubric^in inventions and patents resulting from the research. The area encompasses: 
1) negotiations of conflict between institutional and agency policies; 2) entering into 
patent agreements with Federal sponsors; 3) complying with agency t*equirements for 
disclosure stataments; 4) making agreements concerning division of royalties; 5) 
development of instituticJn^l policy;. 6) interim and clo§e-out reports. 

Laboratory Anirpals, Care of : Observance of requirements for the health and pare of 
animals used in research' projects. The area encompasses: 1) provision of proper facilities 
as required by law; 2) animal car^ and use committee operations; 3) maintaining and 
obtaining accreditation; 4) campus surveillance of animal activities 'and compliance 
surveys; ■ 5) individual certification of projects; 6) -arrangements for 'service^, of 
veterinarians, ' . . - * 

Narcotics and Dangerous Drugs : Actions required in acquisition, handling, sto'rage, issue, 
use and di^pensfng of narcotics and dangerous drugs for research purposes in order to 
comply Svith-laws and regulations. Those actions include: 1) obtaining required licenses 
and approvals for individual research projects; 2) maintenanlfe of a control^ system ed Ihe 
'institution; 3} cross-reference to "Human Subjects"; including aiw special protocols or 
reports required; 4> clearance by State Clearing House (peculiar to railifornia), 

♦Procurement : Those procedures involved in^cquiring personal and real property and 
, service^s other than p*^manent payroll staffl including procure^ient of outside consultants. 
The area includes: 1) vendor equal Opportunity; 2) screening .property; 3) agency prior 
approval; 4) use of GSA; 5) obtaining excess property; 6) record keeping; 7) payment of 
' State sales tax;' 8) subcontract administration. ' * . * 
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APPENDIX B (contkl) 

Description of Major Federal Requirement Areas •. , 

♦Property Management : Actions to maintain, control, account for, report status on and 
^dispose of property furnished by government fundr include: 1) invenH)rying; 2) 
maintenance; 3) recojd keeping; 4) reporting to agenc^^; 5) restricted use; S) title transfer;^ 

7) disposition; 8) close-out of project; 9) transfer of property to another institution. 

♦Proposal Preparation. Negotiation and Award : Drafting and ^developing docii^ments; 
institutional review, approval and subm^ission; revision^ nj^otiation with agency and 

; acceptance and execution of award. The area encompdss&s-ffe' following: 1) work of the 
principal investigator; 2)^pr€^*^pPSposal cor]iajt with the agency; 3) assistance of campus 
contract and grant office; 4) institutional levels of review; 5) assessment of applicability 
of agency terms and conditions; 6) review of*legal form; 7) resources analysis/cost sharing; 

8) other institutional requirements peculiar to Califorhi^i, such as State Clearing House, 
State Fire Marshal, Drugs, etc. . * * . » 

Rights in Data : ^ Resolution of the inferests of the researcher, ijistitution, agency and 
^publi^ in the data of knowledge developedJn the research. Th^ area include^: 1) negoti- 
ation of conflict between agency institutional policies;' 2) compliance with research 
agreement terms; 3) development and administration of institutional policy," including 
involvement of ^the faculty and administration; 4) resolution of problems concerning 
sponsor restrictidte^n publication ^ata; 5) negotiating and carryiRg-^cuit ^f publication 
agreements; 6) disposition of data and clo^Je-out proiect. * \ 

Technical Reports : Action;^ to provide the sponsoring agency with the substantive findings 
of the research project. ^The contracting institution reports, which might also inclucje' 
journal publications. The reports, may be s^ubmitted in writing, film or tape. The 
researcher participants in the negotiations between the agency and the University 
involving the reporting requirements. * ' 

^ ♦Time and Effprting Reportyg : Policies «and procedures , for complying with Federal 
contract and grant requirements to document ^and sup^rt direct charges for salaries and 
wages of academic m6 staff employees. The area enccunpasses: 1) time and attendance 
records and procedures for staff personnel; 2) entering of time and attendance data onto' 
the payroll time sheety^nd processes; 3) ajljustmeHts in employment forms! payrolls and 
fund accounts to which payroll is charged on th^ bflfeis of time and effort reports; 4) time 
and attendance records of academic personnel; * "Certtfication of payroll listings for 
-^academic employees; 6) audits of time ajid attendance reports, payroll records;' and 
certification for academic employees. , • ' ^ . / , 

Travel Approval : The process of complying with restrictions on travel funded from 
research project sources* includes the following: 1) describing ai)d budgeting ti^averin 
proposal; 2) Obtaining special apprjDval for foreign travel; 3) mdinteaence' of* institut^orjaL* 
arrangements to assure compliance with -contract and gr?Hit terms;*4) obtaining speei« . 
f approval for certain types of travel, e.g., meetings; 5) making-reporisjDf tra\rel performed. * 
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